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BILL JONES 
Secretary of State . 
State of California 
December 9, 1997 
ELECTIONS DMSION 
(916) 657-2166 
1500 - 11 III STREET 
SACRAMENTO, CA 95814 
Voter Registration Hotline 
1-800-345-VOTE 
For Hearing and Speech Impaired 
Only 
1-800-833-8683 
e-mail: conunents@ss.ca.gov 
TO: ALL REGISTRARS OF VOTERS, OR COUNTY CLERKS, AND PROPONENTS {97227} 
-
• 
FROM: 
CATHY MITCHELL 
ELECTIONS SPECIALIST 
SUBJECT: INITIATIVE #777 
Pursuant to Elections Code section 336, we transmit herewith a copy of the Title and 
Summary prepared by the Attorney General on a proposed initiative measure entitled: 
AIR QUALITY. TAX CREDITS. 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
The proponent of the above-named measure is: 
• 
Gerald H. Meral 
Planning and Conservation League 
926 "J" Street, Room 612 
Sacramento, CA 95814 
{916} 444-8726 
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"Ensuring the Integrity of California's election process" 
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#777 
AIR QUALITY. TAX CREDITS. 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE. 
CIRCULATING AND FILING SCHEDULE 
1. Minimum number of signatures required: ................................................... 693,230 
California Constitution, Article II, Section 8(b) 
2. Official Summary Date: ................................................................ Tuesday, 12109/97 
Elections Code section (EC §336) 
3. Petitions Sections: 
a. First day Proponent can circulate Sections for 
signatures (EC §336) ............................................................. Tuesday, 12/09/97 
b. Last day Proponent can circulate and file 
with the county. All sections are to be filed at the 
same time within each county (EC §336, 9030(a» ................... Friday, 05/08/98 
c. Last day for county to determine total number of 
signatures affixed to petitions and to transmit total 
to the Secretary of State (EC §9030(b)) ............................ Wednesday, 05/20/98 
(If the Proponent files the petition with the county on a date prior to 05/08/98, 
the county has eight working days from the filing of the petition to determine 
the total number of signatures affixed to the petition and to transmit the total to 
the Secretary of State) (EC §9030(b». 
d. Secretary of State determines whether the total number 
of signatures filed with all county clerkslregistrars of 
voters meets the minimum number of required signatures, 
and notifies the counties (EC §9030(c)) ................................... Friday, 05/29/98* 
e. Last day for county to determine total number of qualified 
voters who signed the petition, and to transmit certificate 
with a blank copy of the petition to the Secretary of State 
(EC §9030(d)(e» ....................................................................... Friday, 07/10/98 
* Date varies based upon receipt of county certification. Elec. Cd. §15. 
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INITIATIVE #777 
Circulating and Filing Schedule continued: 
, 
(If the Secretary of State notifies the county to determine the number of 
qualified voters who signed the petition on a date other than 05/29/98, the last 
day is no later than the thirtieth day after the county's receipt of notification). 
(EC §9030(d)(e)). 
f. If the signature count is more than 762,553 or less than 
658,569 then the Secretary of State certifies the petition as 
qualified or failed, and notifies the counties. If the signature 
count is between 658,569 and 762,553 inclusive, then the 
Secretary of State notifies the counties using the random 
sampling technique to determine the validity of all 
signatures (EC §9030(f)(g); 9031 (a)) .................................... Monday, 07/20/98* 
g. Last day for county to determine actual number of all qualified 
voters who signed the petition, and to transmit certificate 
with a blank copy of the petition to the Secretary of State. 
(EC §9031 (b)(c)) ..................................................................... Monday, 08/31/98 
(If the Secretary of State notifies the county to determine the number of 
qualified voters who have signed the petition on a date other than 07/20/98, 
the last day is no later than the thirtieth working day after the county's receipt 
of notification) (EC §9031 (b)(c)). 
h. Secretary of State certifies whether the petition has been 
signed by the number of qualified voters required to declare 
the petition sufficient (EC §9031 (d); 9033) .............................. Friday, 09/04/98* 
NOTE TO PROPONENTS WHO WISH TO QUALIFY FOR THE NOVEMBER 3, 1998 
GENERAL ELECTION: This initiative must be certified for the ballot 131 days before the 
election (June 25, 1998). Please remember to time your submissions accordingly. For example, 
in order to allow the maximum time permitted by law for the random sample verification process, 
it is suggested that proponents file their petitions to county elections official by April 17, 1998. If 
a 100% check of signatures is necessary, it is advised that the petitions be filed by February 25, 
1998. 
* Date varies based on receipt of county certification. Elec. Cd. §15. 
IMPORTANT POINTS 
• California law prohibits the use of signatures, names and addresses gathered 
on initiative petitions for any purpose other than to qualify the initiative 
measure for the ballot. This means that the petitions cannot be used to create 
or add to mailing lists or similar lists for any purpose, including fundraising or 
requests for support. Any such misuses constitutes ,a crime under California 
law. Elections Code section 18650; Bilofsky v. Deukmejian (1981) 123 Cal. 
App. 3d 825, 177 Cal. Rptr. 621; 63 Ops. Cal. Atty. Gen. 37 (1980). 
• Please refer to Elections Code sections 100,101,104,9001, 9008, 9009, 9021, 
and 9022 for appropriate format and type consideration in printing, typing and 
otherwise preparing your initiative petition for circulation in printing, typing and 
otherwise preparing your initiative petition for circulation and signatures, 
Please send a copy of the petition after you have it printed. This copy is not 
for our review or approval, but to supplement our file. 
• Your attention is directed to the campaign disclosure requirements of the 
Political Reform Act of 1974, Government Code section 81000 et seq. A 
brief summary is attached for your reference. 
• When writing or calling state or county elections officials, provide the official 
title of the initiative which was prepared by the Attorney General. Use of this 
title will assist elections officials in referencing the proper file. 
• When a petition is presented to the county elections official for filing by 
someone other than the proponent, the required authorization shall include the 
name or names of the persons filing the petition. 
• When filing the petition with the county elections official, please provide a 
blank petition for elections official use. . 
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DANIEL E. LUNGREN 
Attorney General 
Bill Jones 
Secretary of State 
1500 - 11th Street 
Sacramento, CA 95814 
December 9, 1997 
State of California 
DEPARTMENT OF JUSTICE 
1300 I STREET, SUITE 125 
P.O. BOX 944255 
SACRAMENTO, CA 94244-2550 
(916) 445-9555 
Facsimile: (916) 323-2137 
(916) 324-5490 
FILED 
In the olliee 01 the Secretary 01 State 
of the State 01 Calilorni? 
DEC 9 1997 
Re: 
B ~ JONES, Seer ary 01 State • 
Initiative Title and Summary~_ tN:,1t.A--"" 
AIR QUALITY. TAX CREDITS. Deputy Secretary 01 Slate Subject: 
INITIATIVE CONSTITUTIONAL AMENDMENT AND STATUTE . 
• 
File No: SA 97 RF 0043 
Dear Mr. Jones: 
Pursuant to the provisions of sections 9004 and 336 of the Elections Code, you are 
hereby notified that on this day we mailed to the proponent of the above-identified 
proposed initiative our title and summary. 
Enclosed is a copy of our transmittal letter to the proponent, a copy of our title 
and summary, a declaration of mailing thereof, and a copy of the proposed measure. 
According to information available in our records, the name and address of the 
proponent is as stated on the declaration of mailing. 
MWO:fec 
Enclosures 
cc: Gerald H. Meral 
Sincerely, 
DANIEL E. LUNGREN 
Attorney General 
~. 
MICHELE W. OLSEN 
• 
Acting Initiatives Coordinator 
Date: 
File No.: 
December 9, 1997 
SA 97 RF0043 
The Attorney General of California has prepared the following title and summary of the chief 
purpose and points of the proposed measure: 
AIR QUALITY. TAX CREDITS. INITIATIVE CONSTITUTIONAL AMENDMENT AND 
STATUTE. Authorizes State Air Resources Board, and delegated air pollution control districts, 
to award $218 million in state tax credits annually, until January 2011, to encourage air-emissions 
reduction through acquisition, conversion, and retrofitting of vehicles and heavy-duty trucks; 
hearth products; construction vehicles and equipment; lawn, garden equipment; ambient air 
pollution destruction technology; off-road, nonrecreational vehicles; port equipment; agricultural 
waste and rice straw conversion facilities; and through research and development. Requires study 
of air quality market-based incentive program for prescribed burning projects. Establishes local 
transportation funds as trust funds. Summary of estimate by Legislative Analyst and Director of 
Finance of fiscal impact on state and local governments: This measure would result in a net 
annual state General Fund revenue loss averaging in the tens of millions to over a hundred million 
dollars from 1999 to beyond 2010 for tax credits for air quality improvements. The revenue loss 
could exceed $218 million in some years. It would also result in an increase in local sales tax 
revenues, potentially in the millions of dollars annually through 2010-11, from purchases of 
equipment. State General Fund costs of about $4.7 million annually through 2010-11 for 
administration of the tax credit program would also occur. There may also be potential long-term 
savings to state and local governments, of an unknown amount, in health care expenditures. 
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PLANNING AND CONSERVATION LEAGUE 
October 21, 1997 
Attorney General Dan Lungren 
Attention Rosemary Calderon, Initiative Coordinator 
• OCT 2 2 1997 
• 
Dear General Lungren: INITIATIVE COORDINATOR 
ATTORNEY GENERALIS OFFICE 
There is a typographical error in the initiative measure we submitted 
to you with amendments on October 16. The initiative number is 
SA974F0043, Amdt. #1-S .. 
• 
The typographical error is that subdivision 4447S.S8(b) was 
mistakenly numbered 4447S.S8(c). We request that you correct this 
typographical error without changing the deadlines for returning the Title and 
Summary to us. A copy of the initiative with the typographical error 
corrected is enclosed. 
• 
Thank you for your cooperation in this matter. 
Sincerely, 
Gerald H. Meral 
Execlltive Director 
• 
926.J Strcet, Room 612. SaCl':IlIlcntCl. CA 95K14 916-444-K72l> FAX 91(>-4.tK-17K9 
E-mail addrcs~: pdmail@pd.nr!! Wch~itc ;"ldrcss: http://www.\ld.tII·Wlld 
• 
• 
• 
5A '11 ~F 00 't~ 
f\m cL-I-. -t:t ~ -N.s 
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CALIFORNIA AIR QUALITY IMPROVEMENT ACT 
Section 1. This act shall be known and may be cited as the California 
Air Quality Improvement Act of 1998. 
Section 1.5 Article XIII F is hereby added to the California 
Constitution as follows: 
Section 1. Title. This act shall be known and may be cited as 
the California Air Quality Improvement Act of 1998. . 
Section 2. Notwithstanding any other provision of this 
Constitution, including those adopted as initiative measures on the 
same ballot as this act, the People of California by initiative may 
enact an air quality improvement program tax credit and amend any 
statutes necessary to implement such a tax credit, including a program 
adopted on the effective date of this act. 
SEC. 2. Part 10 (commencing with 
26 of the Health and Safety Code, 
section 44475.1) is added to Division 
to read: 
Part 10. California Air Quality Improvement Program 
Chapter 1. Findings, Definitions, and Purposes 
• 
• 
44475.1. The people of the state of California hereby find and declare 
all of the following, and state that to achieve and implement these 
findings and declarations is the intent and purpose of this measure. 
(a) Air quality standards have been adopted to protect public 
health and the quality of life in California. In the interest of 
protecting every Californian's health and quality of life it is 
necessary that California public agencies improve air quality by 
offering incentives for meeting mandated air quality standards as 
expeditiously as possible. 
(b) Californians are acting now, by enacting this part, to 
encourage innovative programs that will help pay for the improvements 
necessary to improve California's air quality. 
(c) Using tax credits to pay for the incremental costs of 
improved air pollution control technology that is not otherwise 
required by law or regulation is a cost-effective way to improve public 
health and environmental quality. . 
(d) California must substantially reduce air pollution from 
existing heavy-duty trucks and buses; construction, marine, and farming 
equipment; engines; locomotives; vessels; wildfires; outdoor burning of 
agricultural waste and rice straw; wood smoke from inefficient stoves 
and fireplaces: and ambient ground-level air pollution. Unless these 
existing sources of air pollution are reduced, the air quality 
improvements accomplished through the gradually increased use of new 
cleaner vehicles and equipment will not be sufficient to clean up 
California's air quickly enough to protect public health. 
(e) Public transportation improves air quality. It is 
appropriate to protect and maintain funding for public transportation. 
(f) Advanced technologies, like fuel cells, with great potential 
for improving air quality and reducing energy consumption, deserve 
public support in order to enter the market. Voluntary, incentive 
based programs are needed to introduce these technologies . 
• 
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• 
(g) Notwithstanding the enactment of this part, the existing 
authority and duty of the State Air Resources Board and air quality 
districts continues to be to adopt technologically feasible and cost-
effective control measures to reduce emissions from all sources suoject 
to the State Board's and the districts' jurisdictions, including 
sources described in this part, in order to achieve state and federal 
air quality standards as expeditiously as possible and to gain the air 
quality improvements so urgently needed by all Californians. . 
44475.2. As used ~n this part, the following terms have the following 
• mean~ngs: . 
(a) "Agricultural waste" means any vegetative materials grown 
pursuant to agricultural practices that would otherwise be burned in an 
outdoor, unenclosed situation. "Agricultural waste" does not include 
waste from forests or waste from timber harvesting governed by the 
Z'berg -Nejedly Forest Practices Act of 1973 (Chapter 8 (commencing 
with Section 4511) of Part 2 of Division 4 of the Public Resources 
Code) . 
(b) "District" means a district as defined in Section 39025. 
(c) "Emissions reduction" means the reduction or elimination of 
emissions as compared to a baseline emissions rate, and the reduction, 
elimination, or removal of pollutants from the atmosphere. 
(d) "Emissions" means emissions of pollutants into the air. 
(e) "Engine" means an engine or a motor. . 
(f) "Entitlement" means a contract, franchise, license, permit, 
or other authorization granted by a local public agency to a person 
providing an essential public service. 
(g) "Heat exchanger" me~ns equipment that transfers heat and 
provides cooling, including an air conditioner unit, radiator, 
refrigeration unit, and similar air cooling device. 
(h "Light rail" means an urban rail transit system that is 
powered from overhead catenary wires. 
(i) "Local public agency" means a city, county, or city and 
countYi a public transit or transportation district or other 
transportation agenCYi a school district; and any other special purpose 
district other than a district defined in subdivision (b). 
(j) "NOx" means oxides of nitrogen regulated under state or 
federal law. 
(k) "Person" means a person as defined in Section 19. 
(1) "Pollutant" means any substance for which the State Board or 
the United States Environmental Protection Agency has adopted an 
ambient air quality standard, or a precursor to a substance for which 
such a standard has been adopted. For the purposes of this part only, 
this definition supercedes the definition of "air pollutant" in Section 
39013 . 
(m) "Project" means a purchase, retrofit, repower, or operational 
change to cause an emissions reduction. 
(n) "Repower" or "repowering" means replacing an engine with a 
cleaner engine. The term generally refers to replacing an older engine 
without pollution control with a new, emissions-certified engine, 
although repowering may include replacing an older emissions-certified 
engine with a newer engine certified to lower emissions standards. 
(0) "Retrofit" means making modifications to an existing engine, 
emission control system, exhaust system, heat exchanger, or fuel system 
so that the retrofitted engine or equipment has significantly lower 
emissions than the original engine or equipment, or removes pollutants 
from the atmosphere. 
2 
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• 
(p) "State Board" means the State Air Resources Board created 
pursuant to Part 2 (commencing with Section 39500) of this division. 
(q) "Toxic air contaminant" means toxic air contaminant as 
defined in Section 39655. 
(r) "Vessel" means every description of watercraft, as defined 
in subdivision (a) of Section 9840 of the Vehicle Code, which is not, 
however, required to be registered pursuant to the Vehicle Code because 
that vessel has a valid marine document issued by the Bureau of Customs 
of the United State or any successor federal agency. "Vessel" does not 
mean a vessel of the United States, of any other state or political 
subdivision thereof, or of a municipality of another state. For the 
purpose of this part only, the definition in this subdivision 
supersedes the definition of "marine vessel" in Section 39037.1. The 
State Board may expand this definition by regulation to include 
categories of vessels that are subject to registration pursuant to the 
Vehicle Code if the State Board determines that making the tax credit 
available would be a cost-effective method of reducing emissions from 
those vessels. 
Chapter 2. Administration of the Program. • • 
44475.5. (a) The State Board shall administer this part, and shall 
adopt all necessary regulations to implement this part, which creates a 
program for awarding tax credits and issuing certificates pursuant to 
Section 17052 or 23630 of the Revenue and Taxation Code to provide 
incentives for reducing emissions. The State Board shall adopt 
regulations for selecting projects pursuant to this part, consistent 
with the intent, purpose, and requirements of this part. 
(b) The State Board may delegate to any district, pursuant to 
regulation or a memorandum of understanding, all or a specific part of 
its a~thority to award tax credits pursuant to Sections 44475.23, 
44475.25, 44475.26, 44475.28, 44475.29, 44475.30, and 44475.33. Any 
district that is delegated this authority shall comply with this part 
and the State Board's regulations to ensure that the district awards 
tax credits consistently with the requirements of this part and 
applicable provisions of the Revenue and Taxation Code. All tax credit 
certificates shall be issued solely by the State Board. The State 
Board shall assure that districts comply with the limits on tax credits 
that may be awarded pursuant to Section 44475.57 and with the other 
provisions of this part. The State Board may rescind its delegation on 
finding that the district has not met any of the requirements of this 
part. 
(c) The State Board may authorize districts to assist in 
implementing this part, including but not limited to conducting local 
inspections, monitoring, and promoting the tax credit program. 
(d) Consistent with the allocation of tax credits in Section 
44475.57, the State Board may in its regulations establish priorities 
and criteria for reduction of emissions based on the specific air 
quality attainment needs of each district. 
(e) Any regulation required by this part shall be initially 
• 
adopted not later than June 1, 1999, and may be amended by the State 
Board from time to time thereafter. 
(f) Notwithstanding any other provision of law, the State Board, 
when adopting initial regulations pursuant to this part that are 
subject to the deadline specified in subdivision (e), may, after at 
least one public hearing, adopt the regulations without review by the 
Office of Administrative Law if the State Board makes a finding that 
3 
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-• 
• 
the deadlines created by this part necessitate the adoption of the 
regulations within exceptionally short time periods during which review 
by the Office of Administrative Law would be impracticable and would 
prevent the timely implementation of this part in accord with the 
expectations of the voters and the taxpayers that the tax credits 
authorized by this part will be available in the 1998-99 fiscal y~ar. 
(g) Except as provided in subdivision (f), any other regulation 
or order of repeal adopted pursuant to this part shall be otherwise 
subject to review by the Office of Administrative Law pursuant to 
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of 
Title 2 of the Government Code. 
(h) The State Board may use existing regulations to implement 
this part to the extent they meet the requirements of this part. 
44475.6. (a) The State Board shall develop simple, standardized 
application packages for tax credits authorized by this part. The 
application packages shall include an application form, a brief 
description of the program, project eligibility criteria, the dollar 
value of tax credits available, descriptions of the selection criteria 
and evaluation process, specification of the documentation required, 
and a sample of the contract that applicants will be required to 
execute before being awarded a tax credit. The State Board shall 
establish procedures to simplify and make understandable the 
application process for those seeking tax credits. The application 
package shall also explain how to obtain additional information about 
the program from the State Board. 
(b) Each applicant shall describe its project in sufficient 
detail, and submit any necessary information and supporting 
documentation not already in the possession of, or otherwise readily 
available to, the State Board, for the State Board properly to 
calculate the emissions reductions expected from the project and to 
evaluate the project using applicable project selection criteria. The 
applicant shall specify the dollar value of the tax credit needed for 
the applicant to undertake the project. An applicant may voluntarily 
provide any additional information about the emissions reduction 
potential of the project. 
(c) The State Board shall minimize the amount of information 
required to be submitted, and the amount of information required shall 
be related to the size,. complexity, and uniqueness of the project. To 
minimize information required from applicants, the State Board may rely 
on information from manufacturers, distributors, suppliers, and 
installers; test data; and reasonable estimates of average emissions 
reductions. 
(d) The first application packages shall be finalized and 
available for distribution by the State Board not later than June 1, 
1999. 
(e) For categories of projects with substantially uniform 
emission and cost characteristics and large numbers of potential 
applicants, the State Board shall establish standardized applications 
that simplify filing by those applicants. 
44475.7 (a) Unless otherwise specified in this part, a manufacturer, 
distributor, supplier, installer, purchaser, or end user may apply for 
the tax credit. The State Board may by regulation further define and 
clarify categories of eligible applicants. 
(b) A tax credit for a single project may be awarded once and 
only to a single applicant, even though the project may have involved 
4 
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the participation of several potential applicants in the course of 
manufacturing, distributing, supplying, installing, and using the 
project. For each project for which a tax credit is awarded pursuant to 
this part, the State Board shall specify in the certificate the 
California taxpayer awarded the tax credit. 
(c) Notwithstanding subdivision (b), a conversion facility 
utilizing agricultural waste or rice straw shall be the only entity 
that may apply for a tax credit pursuant to Section 44475.30 or 
44475.33, as the case may be. 
(d) Notwithstanding any other provision of law, any tax credit 
awarded pursuant to this part may be used by any member of the 
taxpayer's unitary group. 
44475.8. The State Board shall require a manufacturer, installer, 
authorized dealer of the manufacturer, or distributor of vehicles or 
equipment eligible for a tax credit pursuant to this part to provide a 
reasonable warranty for the vehicles or equipment, if a warranty is . 
necessary reasonably to protect the consumers or users of the vehicles 
or equipment. 
• 
• 
44475.9. (a) No project shall be eligible under this part if it is 
required pursuant to the Federal Energy Policy Act of 1992, or by any 
local, state, or federal air quality statute, rule, or regulation in 
effect as of the date the tax credit is to be awarded. 
(b) Notwithstanding subdivision (a), the State Board may award a 
tax credit for an otherwise qualified application even if the State 
Implementation Plan assumes that the project will occur, so long as the 
project is not required by a statute or regulation in effect as of the 
date the tax credit is to be awarded. 
(c) Emissions reductions resulting from a project awarded a tax 
credit pursuant to this part shall not be used under any local, state, 
or federal emissions averaging or trading program to offset or reduce 
any emissions reduction obligation of any person effective at the time 
the tax credit was awarded. Emissions reductions resulting from a 
project awarded a tax credit pursuant to this part shall not be banked 
under any local, state, or federal emissions banking program. 
(d) No tax credits shall be awarded pursuant to this part for 
projects that are recipients of grants, loans, or other tax credits for 
the same costs paid for through any other government programs. However, 
• in order to provide adequate incentives for projects, the State Board 
may authorize the awarding of tax credits in combination with other 
government assistance programs if it determines that the recipient is a 
public agency and the financial assistance was for a purpose other than 
emissions reduction; or if it determines that the dollar value of the 
• 
tax credit that. would otherwise be awarded pursuant to this part can be 
reduced in proportion to the dollar value of the financial assistance 
provided by the other government program. This subdivision does not 
proh~bit the awarding of tax credits for the operation or improvement 
of existing structures, facilities, vehicles, or equipment whose 
construction or purchase was undertaken with government financial 
• ass~stance. 
(e) Since other regulatory requirements apply to conversion 
facilities that utilize agricultural waste and rice straw, and are an 
effective substitute for the requirements of subdivisions (a) and (c), 
subdivisions (a) and (c) shall not apply to projects for the 
utilization of agricultural waste or rice straw that meet the 
requirements of Section 44475.30 or 44475.33. 
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44475.10. (a) The State Board shall develop standard-form long-term 
contracts for awarding tax credits for agricultural waste or rice straw 
conversion facilities that meet the requirements of Section 44475.30 or 
44475.33 and for other categories of projects that the State Board 
determines should be awarded tax credits pursuant to a long-ternl 
contract. If the facility or project is awarded a tax credit, the State 
Board shall enter into a long-term contract with the applicant for 'the 
tax credit 'for the facility or project to assure stability for a term 
sufficient to encourage long-term presence in the market. The term of 
the long-term contract for agricultural waste or rice straw conversion 
facilities shall be for up to ten years. The long-term contract shall 
specify the conditions applicable to the award of the tax credit and 
shall obligate the recipient of the tax credit to take the actions 
described in the application. 
(b) The State Board shall develop a simple contract for the award 
of tax credits for categories of projects for which a long-term 
contract is not necessary. The contract shall specify the conditions 
applicable to the award of the tax credit and shall obligate the 
recipient of the tax credit to take the actions described in the 
application. 
(c) Once a tax credit certificate is issued, it may not be 
disallowed or revoked for the sole reason that the change in equipment, 
vehicles, or operations for which the tax credit had been awarded, is 
later required by statute or regulation. 
44475.11. (a) This part shall not be interpreted to require any person 
or local public agency to use the tax credit program established by 
this part. Any participation in the tax credit program shall'be 
voluntary. 
(b) The State Board shall institute an outreach program to inform 
potential participants, technology suppliers and vendors, engine and 
equipment dealers and distributors, vehicle fleet operators, industry 
organizations and publications, local public agencies, rail and port 
organizations, and the public of the availability of tax credits 
pursuant to this part and of the requirements and objectives of the 
program. The State Board shall vigorously recruit potential applicants 
and publish examples of successful projects. 
• 
44475.12 Not later than June 1, 1999, and prior to the award of any tax 
credits pursuant to this part, the State Board shall adopt regulations 
establishing procedures to monitor whether the emissions reductions for 
which tax credi~s were awarded are actually being achieved. Monitoring 
procedures may include a requirement, as part of the contract between 
the State Board and the tax credit recipient, that the manufacturer, 
distributor, installer of the relevant vehicle or equipment, or the 
recipient of the tax credit provide the State Board with information 
about the project on an annual basis. The costs of monitoring may be 
i~cluded in the amount of the tax credit. Information required from tax 
credit recipients shall be minimized and the format for reporting the 
information shall be made simple and convenient. Monitoring 
requirements included in a contract signed pursuant to the award of a 
tax credit shall be changed only pursuant to an amendment to the 
contract that is agreed to by the State Board and the person awarded 
the tax credit. The State Board may revise the program monitoring 
procedures as appropriate to enhance program effectiveness and the 
enforcement of this section. 
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44475.13. The tax credits awarded pursuant to this part are not gifts 
of public funds to private parties, but, rather, are awarded in . 
consideration of emissions reductions and benefits to public "health and 
the environment that would not otherwise be realized in a timely 
manner, without regard to whether the ownership of the vehicles, 
engines, or equipment is public or private. 
44475.14. Notwithstanding any other provision of law, the sum of four 
million three hundred fifty thousand dollars ($4,350,000) is hereby 
appropriated from the General Fund to the State Board in each fiscal 
year, commencing with the 1998~99 fiscal year and concluding with the 
2010-11 fiscal yeqr, for the administration of this part, including 
allocations of funds to any district delegated responsibility under 
this part and allocations for the purposes of Section 42314.6. The 
program responsibility conferred by this part on the State Board is 
entirely new and in addition to the State Board's and the districts' 
existing responsibilities and shall not be financed, wholly or partly, 
by the reduction or reallocation of funds appropriated to support 
existing responsibilities. ' 
Chapter 3. Project Eligibility Criteria 
44475.15. (a) The state Board shall establish a standard of cost-
effectiveness for each category of project included in this chapter, 
expressed in dollars per ton of emissions reduced or pollutants removed 
from California's atmosphere, calculated pursuant to the requirements 
of this section. 
(b) The State Board shall establish by regulation reasonable 
methodologies for evaluating project cost-effectiveness, taking into 
account the degree to which the emissions reductions can be quantified 
with certainty, the durability and reliability of emissions reductions, 
timeliness and availability of projects, a fair and reasonable discount 
rate or time value of public funds, and other factors necessary to 
achieve the intent and purposes of this part. Where applicable, these 
methodologies shall be consistent with cost-effectiveness methodologies 
already published or used by the State Board. For projects in the same 
category that provide reductions of more than one pollutant or that 
reduce different pollutants, the State Board shall establish 
methodologies for evaluati~g the total cost-effectiveness of the 
projects based on the relative public health and environmental 
importance of reducing each pollutant. The State Board shall assess the 
emissions of toxic air contaminants from each project. Between 
projects that have similar cost effectiveness in emissions reduction, 
the State Board shall give preference to projects with greater 
reductions in emissions of toxic air contaminants. 
(c) Subdivisions (a) and (b) do not apply to research and 
development projects, as described in Section 44475.27, a~d pilot and 
demonstration projects for which tax credit~ are authorized pursuant to 
subdivision (b) of Section 44475.57, and agricultural waste and rice 
straw utilization projecits, as described in Sections 44475.30 and 
44475.33. " 
(d) Cost-effectiveness calculations shall be made by the State 
Board as part of the evaluation of each application and shall not be 
required as a part of the application for a tax credit. However, an 
applicant may voluntarily submit cost-effectiveness information. The 
cost-effectiveness calculations shall be based on the dollar value of 
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the tax credits requested by the applicant, and the State Board and the 
applicant shall not recalculate or revise the dollar value of tax 
credits. from the amount requested in the application. 
• 
(e) The State Board shall establish by regulation reasonable 
methodologies for evaluating project cost-effectiveness for projects 
eligible for a tax credit pursuant to Section 44475.30 or 44475.33, 
which shall be measured by the decrease in the number of tons of 
material diverted from agricultural waste or rice straw burning per 
dollar of tax credit, taking into account the degree to which the 
emissions reductions can be quantified with certainty, the durability 
and reliability of emission reductions, timeliness and availability of 
projects, a fair and reasonable discount rate or time value of public 
funds, and other factors necessary to achieve the intent and purposes 
of this part. Where applicable, these methodologies shall be consistent 
with cost-effectiveness methodologies already published or used by the 
State Board. The State Board shall give preference to projects that 
have the greatest decrease in number of tons of material ~rom 
agricultural waste or rice straw burning per dollar of tax credit 
accepted by the agricultural waste or rice straw conversion facility 
receiving the tax credit and which maximize the reduction of outdoor, 
unenclosed burning of agricultural waste or rice straw. The State Board 
shall take into account the incentives needed to transport the waste 
from farms to the facility. 
(f) For categories of projects with substantially uniform 
emission and cost characteristics and large numbers of potential 
applicants, the State Board shall establish standardized tax credit • 
allocations based on estimates of average cost-effectiveness for all or 
a portion of the projects within a category that meet criteria 
specified by the State Board. The standardized tax credit allocations 
shall meet the requirements of subdivision (b) and be designed to 
maximize the reduction in emissions from each category of projects 
consistent with the amount of tax credits allocated pursuant to Section 
44475.57. Standardized tax credit allocations may not be established 
for research and development projects, as described in Section 
44475.27, or for pilot and demonstration projects, as described in 
subdivision (b) of Section 44475.57. 
(g) In calculating cost-effectiveness pursuant to this section, 
the State Board may use reasonable estimates of emissions reductions in 
the absence of in-use or test data. In determining baseline emissions 
levels for vehicles or equipment, the State Board shall use actual in-
use emissions data whenever possible, but may use reasonable estimates 
of in-use emissions, or certification levels if sufficient in-use 
emissions data are not available. The State Board shall accept and 
consider public comments in developing acceptable estimating methods 
for the purposes of this subdivision. 
(h) Draft regulations implementing this section shall be issued 
not later than February 1, 1999. 
• 
44475.16. Commencing with the 1999-2000 biennium and not less 
frequently than every two years thereafter, the State Board shall 
review technical data for stationary and portable equipment, engine, 
vehicle, and other technologies that are eligible for the award of tax 
credits to determine whether the criteria for projects eligible to be 
awarded tax credits should be revised to adjust the required amount of 
reduction in emissions compared with baseline equipment, engines, or 
vehicles, certified as meeting prevailing emissions standards. After 
completing its review of available emission reduction technologies and 
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their costs, the State Board may revise the standard for cost-
effectiveness by amending the regulations adopted pursuant to Section 
44475.15 to improve the ability of the tax credits to serve as an 
incentive for the use of those technologies. No change in the standard 
of cost-effectiveness made pursuant to this section shall require a 
change in, or affect the validity of, any contract already entered into 
. by the State Board or a district . 
44475.17. The dollar value of a tax credit awarded pursuant to this 
part may be prorated by the State Board to reflect an estimate of the 
amount of time the vehicle or equipment is actually operated. in 
California, relative to its total estimated operating time. The State 
Board may require owners or operators of vehicles or equipment awarded 
tax credits pursuant to this part to certify to the State Board their 
compliance with this section, using fuel purchase receipts or other 
documentation required by the State Board. 
Public Fleets 
• 
44475.20. (a) (1) To expedite the acquisition of cleaner buses and other 
heavy-duty fleet vehicles with cleaner engines that are owned by or 
used pursuant to a contract or other entitlement entered into with or. 
granted by a local public agency, the local public agency or person 
providing an essential public service pursuant to the contract or other 
entitlement may apply to the State Board for the award of a tax credit 
for the purchase or lease of buses or other heavy-duty fleet vehicles 
that emit substantially less pollutants than those vehicles whose 
emissions equal those allowable under current emissions standards as 
specified in paragraph (2). Up to ten percent of·the tax credits 
authorized for allocation pursuant to this section may be used to 
purchase or lease light rail vehicles. Tax credits may not be awarded 
for projects to acquire rights of way, install track, provide power 
systems, or acquire or construct any other infrastructure to support 
light rail transit. 
(2) The State Board shall establish the standard for cost-
effectiveness, determined pursuant to Section 44475.15, to expedite the 
purchase or lease pursuant to this section of the cleanest vehicles 
• 
that are feasible. The vehicles shall be able to meet normal safety 
and other requirements and practices for the intended use of the 
vehicles. To be eligible, each application for a tax credit shall 
document to the satisfacti~n of the State Board an NOx emissions 
reduction of at least 50 percent and no increase in particulate 
emissions beyond a negligible amount, or a particulate em~ssions 
reduction of at least 50 percent and no increase in NOx emissions beyond 
a negligible amount, or a combined reduction in NOx and particulate 
emissions of at least 60 percent. 
(3) The State Board shall award the tax credit to either the 
• 
person selling or leasing the vehicles to the local public agency; or 
the person selling the vehicles to the person that has the contract or 
other entitlement from the local public agency; or the person that has 
the contract or other entitlement from the local public agency. 
(b) (1) To expedite the retrofit and repower of buses and other 
heavy-duty fleet vehicles owned by or used pursuant to a contract or 
other entitlement entered into with or granted by a local public 
agency, the local public agency or person providing an essential public 
service pursuant to the contact or other entitlement may apply to the 
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State Board for the award of a tax credit for the retrofit or repower 
of buses or other heavy-duty fleet vehicles to substantially reduce 
emissions of pollutants from those vehicles as specified in paragraph 
(2) , 
(2) The State Board shall establish the standard for cost-
effectiveness determined pursuant to Section 44475.15, to expedite 
pursuant to this section the cleanest feasible retrofit or repower of 
vehicles. The vehicles shall be able to meet normal safety and other 
requirements and practices for the intended use of the vehicles. Until 
June 30, 2004, each application for a tax credit shall document to the 
satisfaction of the State Board an NOx emissions reduction of at least 
40 percent and no increase in particulate emissions beyond a negligible 
amount, or a particulate emissions reduction of at least 20 percent and 
a decrease in NOx emissions of at least 20 percent. On and after July 
1, 2004, each application shall document to the satisfaction of the 
State Board an NOx emissions reduction of at least 50 percent and no 
increase in particulate emissions beyond a negligible amount, or a 
particulate emissions reduction of at least 50 percent and no increase 
in NOx emissions beyond a negligible amount, or a combined reduction in 
NOx and particulate emissions of at least 60 percent. ' 
(3) The State Board shall award the tax credit to either the 
person retrofitting or repowering the vehicles for the local public 
agency; or the person retrofitting or repowering the vehicles for the 
person that has the contract or other entitlement from the local public 
agency; or the person that has the contract or other entitlement from 
the local public agency. 
(c) In awarding pilot and technology demonstration tax credits 
pursuant to this section and subdivision (ti) of Section 44475.57, the 
State Board shall give preference to projects that develop technologies 
that deliver substantial reductions in emissions of multiple pollutants 
and that offer the greatest likelihood of commercial viability. 
State Fleets 
44475.21. (a) (1) Notwithstanding subdivision (a) of Section 44475.11, 
to expedite the acquisition of cleaner state agency heavy-duty fleet 
vehicles, all state agencies authorized to purchase or lease heavy-duty 
fleet vehicles shall apply to the State Board for tax credits, on 
behalf of vendors and lessors, for the purchase or lease of state 
vehicles that emit substantially less pollutants than those vehicles in 
the existing operating fleet of comparable vehicles whose emissions 
equal those allowable under current emissions standards that apply to 
those vehicles. 
(2) The State Board shall establish the standard for cost-
effectiveness determined pursuant to Section 44475.15, to expedite 
pursuant to ~his section the purchase or lease of the cleanest vehicles 
that are feasible. The vehicles shall be able to meet normal safety and 
other requirements and practices for the intended use of the vehicles. 
To be eligible, each application for a tax credit shall document to the 
satisfaction of the State Board an NOx emissions reduction of at least 
50 percent and no increase in particulate emissions beyond a negligible 
amount, or a particulate emissions reduction of at least 50 percent and 
no increase in NOx emissions beyond a negligible amount, or a combined 
reduction in NOx and particulate emissions of at least 60 percent. 
(3) The State Board shall award the tax credits to the 
persons selling or leasing the vehicles to the state agencies. 
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(b) (1) Notwithstanding subdivision (a) of Section 44475.11, to 
expedite the retrofit and repower of heavy-duty fleet vehicles operated 
by state agencies, state agencies shall apply to the State Board for 
tax credits, on behalf of persons retrofitting or repowering state 
vehicles, to substantially reduce emissions of pollutants from those 
vehicles as specified in paragraph (2). 
(2) The State Board shall establish the standard for cost-
effectiveness determined pursuant to Section 44475.15, to expedite 
pursuant to this section the cleanest feasible retrofit or repower of 
vehicles. The vehicles shall be able to meet normal safety and other 
requirements and practices for the intended use of the vehicles. Until 
June 30, 2004, each application for a tax credit shall document to the 
satisfaction of the State Board an NOx emissions reduction of at least 
40 percent and no increase in particulate emissions beyond a negligible 
amount, or a particulate emissions reduction of at least 20 percent and 
a decrease in NOx emissions of at least 20 percent. On and after July 
• 
1, 2004, each application shall document to the satisfaction of the 
State Board an NOx emissions reduction of at least 50 percent and no 
increase in particulate emissions beyond a negligible amount, or a 
particulate emissions reduction of at least 50 percent and nO"increase 
in NOx emissions beyond a negligible amount, or a combined reduction in 
NOx and particulate emissions of at least 60 percent. 
(3) The State Board shall award the tax credits to the 
persons retrofitting or repowering the vehicles for state agencies . 
Retrofit of older heavy-duty trucks and equipment 
44475.22 (a) The State Board shall award tax credits to expedite the 
retrofit or repower of the vehicles and equipment described in 
subdivision (b). 
(b) The following vehicles and equipment are eligible for a tax 
credit pursuant to this section: 
(I) Motorized implements of husbandry, as defined in 
Division 16 (commencing with Section 36000) of the Vehicle Code, farm 
labor vehicles, and other motor vehicles, motorized equipment, and 
engines used in agricultural operations and not operated on highways. 
(2) Buses that are not eligible for a tax credit pursuant 
to Section 44475.20 or 44475.21. . 
(3) Heavy-duty trucks with engines that have been 
certified under the heavy-duty engine standards of the State Board or 
the United States Environmental Protection Agency. 
(4) Motor vehicles, motorized equipment, and engines used 
in grading, excavation, and construction and not operated on highways. 
(c) If certification of the retrofit kit or repower 
qualifications for a replacement engine is required by other provisions 
of law, the retrofit kit or repower qualifications shall be certified 
for sale and operation in California. The State Board shall act on a 
certification application for a new retrofit kit or repower 
qualifications within one year of application by the manufacturer if at 
all feasible. Any certification otherwise required shall include 
certification for durability, which may be estimated based on 
reasonable criteria established by the State Board. 
(d) The reductions in emissions in each vehicle shall be as 
specified in this subdivision. Until June 30, 2004, each application 
for a tax credit shall document to the satisfaction of the State Board 
an NOx emissions reduction of at least 40 percent and no increase in 
particulate emissions beyond a negligible amount, or a particulate 
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emissions reduction of at least 20 percent and a decrease in NOx 
emissions of at least 20 percent. On and after July 1, 2004, each 
application for a tax credit shall document to the satisfaction of the 
State Board an NOx emissions reduction of at least 50 percent and no 
increase in particulate emissions beyond a negligible amount, or a 
particulate emissions reduction of at least 50 percent and no increase 
in NOx emissions beyond a negligible amount, or a combined reduction in 
NOx and particulate emissions of at least 60 percent. 
Ports 
44475.23(a) To encourage conversion, retrofit, and repower of existing 
equipment" at and near California ports that reduce emissions, the State 
Board shall award tax credits for installing new, and retrofitting or 
repowering existing, engines and motorized equipment, or, pursuant to 
subdivision (b)', changing operations of existing motorized equipment or 
vessels within a port. 
(b) To the extent that operational changes in the speed or method 
of arriving at or departing from a port can be demonstrated to reduce 
emissions in a verifiable way, the State Board may by regulation make 
those operational changes eligible for a tax credit pursuant to this 
section. For operational changes, tax credits shall be awarded for a 
period of up to one year to the operator of the vessel on the basis of 
the cost-effectiveness of the operational change as determined pursuant 
to Section 44475.15 and 44475.55. 
Locomotives 
44475.24. (a) To encourage the purchase of new, or the retrofit or 
repower of existing, locomotive engines and related equipment and to 
encourage operational changes that reduce emissions, the State Board 
shall award tax credits based on the reduction of emissions resulting 
from the operational changes or the use of new, retrofit, or repower 
locomotives or related equipment in California. 
(b) The tax credit shall be awarded for the purchase of new, 
retrofit, or repowered locomotive engines and related equipment that 
are cleaner than comparable engines and equipment that meet existing 
federal standards. 
(c) For operational changes in the use of existing locomotive 
engines and equipment, tax credits shall be awarded for a period of up 
to one year to the operator on the basis of cost-effectiveness of the 
operational change, as determined pursuant to Section 44475.15 and 
44475.55, and the operational changes shall be demonstrated to the 
satisfaction of the State Board to reduce emissions in a verifiable 
way. 
Hearth products 
" 
44475.25. (a) The purpose of this section is to reduce smoke and other 
visible emissions, particulates, and other emissions from hearth 
products, and to conserve energy. 
(b) To expedite upgrading to clean burning and efficient hearth 
products and the retrofit of existing wood-fueled fireplaces and 
stoves, as described in subdivision (d), the State Board shall award 
tax credits for the purchase of natural gas or propane-fueled hearth 
products; pellet-fueled hearth products; extremely clean, wood-fueled 
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fireplace inserts, stoves, and built-in fireplaces; and extremely clean 
oil-fueled hearth products. 
(c) A hearth product described in subdivision (d), when taken 
out of service and replaced by a hearth product described in 
subdivision (e), is eligible for a tax credit pursuant to this section. 
(d) To qualify for the tax credit, the existing hearth product 
shall be taken out of service and traded in, and shall meet the 
following requirements: . 
(1) It is either a free-standing stove or fireplace insert 
or a "wood heater", as defined by the United States Environmental 
Protection Agency pursuant to the New Source Performance Standards for 
Residential Wood Heaters (40 CFR, Part 60, subpart AAA), that is 
designed for the burning of cordwood or coal and was manufactured prior 
to 1988. 
(2) It is still in usable condition. 
(3) It will be disposed of to a metal recycler by the 
retailer offering the trade-in. 
(e) To qualify for the tax credit, the new hearth product shall 
be one of the following types: 
(1) An extremely clean, wood-fueled, stove, fireplace 
insert, or built-in fireplace that is certified by the United States 
Environmental P~otection Agency. . 
(2) An extremely clean, wood-fueled fireplace that meets 
the emissions standards established by the United States Environmental 
Protection Agency 
(3) A prefabricated wood-fueled fireplace that is a "non-
affected facility", as defined by the Environmental Protection Agency 
pursuant to 40 CFR, part 60, subpart AAA, and which demonstrates 
emissions at and below those approved by the Environmental Protection 
• 
Agency. 
-(4) Any stove, fireplace, or built-in hearth product that 
• ~s 
pellet-fueled. 
(5) Any natural gas or propane-fueled stove, fireplace 
insert, or built-in fireplace with glass fronts for viewing the fire 
certified by the California Energy Commission as meeting one or more of 
the following test standards: 
(A) Vented or direct vent gas room heater. 
(B) Vented or direct vent gas wall furnace-gravity. 
. (C) Vented or direct vent gas wall heater-fan type. 
(6) Any extremely clean oil-fueled hearth product that 
meets the federal efficiency standard for oil-fueled room heaters and 
provides a view of the fire. 
(f) Hearth products described in paragraphs (1), (2), and (3) of 
subdivision (e) shall have at least a ten-year warranty for the 
combustion chamber and components affecting combustion emissions. At 
the discretion of the manufacturer the warranty need not include paint, 
door gasket, glass window, and blower; abuse or misu~e; and damage 
resulting from the use of inappropriate fuels, as determined by the 
manufacturer. If the product includes a catalytic converter, the 
warranty is not required to cover the catalytic converter, but the 
consumer of the product shall be given a spare catalytic converter at 
the time of sale. 
(g) The State Board shall give first priority to providing tax 
credits to accomplish the purposes of subdivision (c). If there is 
insufficient demand for tax credits pursuant to subdivision (c) in any 
fiscal year, the State Board shall allocate the remaining tax credits 
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from that fiscal year to the follqwing two programs in the subsequent 
fiscal year: 
(1) The conversion to, or replacement of existing wood-
fueled fireplaces with, products listed in subdivision (e). Conversion 
of fireplaces 'by use of a wood, pellet, natural gas or propane, or oil-
fueled insert shall include permanent conversion with an appropriate 
flue liner system listed by a nationally accredited third party 
recognized independent testing laboratory. The flue liner system shall 
connect from the hearth product to chimney termination. 
(2) The installation of wood, pellet, natural gas or 
propane,. or oil-fueled fireplaces or wood-fueled heaters in new 
construction if the hearth product meets the requirements of 
subdivision (e). 
Lawn and garden equipment • 
• 
44475.26. The State Board shall award tax credits for the purchase of 
new engines used in lawnmowers and other motorized landscaping or 
gardening equipment when the purchase is made in conjunction with 
trading in older, polluting two and four-stroke engines used in 
lawnmowers and other landscaping or gardening equipment. The State 
Board shall establish minimum standards to qualify for tax credits 
pursuant to this section to maximize emission reductions. The tax 
credit shall be sufficient to induce consumer participation in the 
program, but shall be awarded for less than the full cost of the new 
equipment. Tax credits shall be awarded only if old equipment is 
traded in and taken out of service. The old equipment shall be 
disposed of to a recycler. 
Research and development 
44475.27 The State Board shall award tax credits for research on, and 
development and commercialization of, technologies that would 
facilitate emissions reductions from sources of pollutants described in 
this part and to persons who make contributions of money to publicly 
financed or nonprofit institutions to perform that research, 
development, and commercialization. Projects likely to reduce more than 
one pollutant and also improve energy efficiency shall be given highest 
priority. The technologies may include those subject to an experilnental 
permit in California. To be eligible for the tax credit, the research, 
development, or commercialization shall have the potential to result in 
demonstrable public health or environmental benefits, or both. 
Stationary and portable equipment 
44475.28. The State Board shall award tax credits for the retrofit of 
existing or the acquisition of new stationary or portable equipment 
such as pumps and generators. New equipment shall have substantially 
lower emissions than required by current standards. Retrofit equipment 
shall emit substantially less emissions as a result of the retrofit. 
The tax credit shall be sufficient to induce consumer participation in 
the program, but shall be awarded for less than the full cost of the 
new equipment. The State Board shall establish minimum standards to 
qualify for tax credits pursuant to this section to maximize emission 
reductions. 
,~ Ambient air pollution destruction technology 
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44475.29. To encourage the installation of equipment or devices to 
reduce ambient air pollution such as ozone from the atmosphere, the 
State Board shall award tax credits for the installation or 
retrofitting of ambient air pollution destruction. technology on heat 
exchangers. The State Board shall establish reasonable methodologies 
for evaluating the cost-effectiveness of ambient air pollution 
destruction technology, taking into account the air quality benefits of 
ambient air pollution reductions considering population exposure. . 
Agricultural waste conversion facilities 
44475.30. (a) The intent of this section is to reduce or eliminate 
smoke and other emissions resulting from the outdoor, unenclosed 
burning of agricultural waste. The State Board shall award tax credits 
for agricultural waste conversion facilities that will either gasify 
the agricultural waste, convert it to usable chemicals or other 
products, or utilize it for the generation of electrical energy. The 
State Board shall award tax credits to the facilities that utilize 
agricultural waste in an amount sufficient to cover, but not to exceed, 
the full reasonable cost of collection, sizing, delivery, and storage 
of this material. As provided in subdivision (c) of Section 44475.7, 
tax credits shall be awarded only to the facilities described in this 
section. Tax credits shall not be awarded for any land application of 
agricultural waste. In entering into a long-term contract for 
agricultural waste conversion projects, the State Board may set a 
maximum tax credit per ton of agricultural waste d~livered to the 
facility, and may establish different maximum amounts for different 
categories of agricultural waste. The State Board shall calculate the 
full reasonable cost of collection, sizing, delivery, and storage of 
the agricultural waste to the closest operating facility. The amount of 
the tax credit shall be based on the tonnage of agricultural waste 
delivered to the facility and the amount of tax credit available for 
each ton. 
(b) The State Board shall develop criteria for selecting 
agricultural waste conversion projects based on the reduction or 
elimination of emissions from outdoor, unenclosed burning compared to 
the emissions at the agricultural waste conversion facility and 
associated transportation emissions. In ranking applications for tax 
credits to be awarded pursuant to this section the State Board shall 
first consider applications from those facilities using best available 
control technologies such as bag houses for particulate control and 
combustion technologies that minimize other emissions. The application 
for a tax credit pursuant to this section shall certify that the 
agricultural waste would otherwise have been burned outdoors, and not 
in any enclosure. 
New heavy-duty and 50+ HP motor vehicles 
44475.31. To encourage the purchase of cleaner new heavy-duty trucks, 
motor vehicles, and engines of 50 horsepower or greater, the St~te 
Board shall award tax credits for the purchase in California of a new 
heavy-duty truck, motor vehicle, or engine that has lower emissions 
than required by state or federal law on the basis of cost-
effectiveness, as determined pursuant to Section 44475.15 and 44475.55, 
subject to the following requirements: 
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(a) Applications for projects involving the purchase of new 
advanced technology engines or vehicles shall document to the 
satisfaction of the State Board an NOx emissions reduction of at least 
37.5 percent and no increase in particulate emissions beyond a 
negligible amount, or an NOx emissions reduction of at least 25 percent 
and particulate emissions reduction of at least 25 percent compared to 
the emissions of a new engine or vehicle certified to the applicable 
baseline emissions standard fo~ that engine or vehicle. 
(b) On-road vehicles shall be greater than 14,000 pounds gross 
vehicle weight to be eligible for tax credits. 
(c) All engines and vehicles shall be certified to the heavy-
duty engine stan.dards and test procedures specified by the State Board. 
(d) Engines and motor vehicles other than trucks shall be rated 
at 50 horsepower or more. . 
(e) For purposes of this section only, and notwithstanding 
Section 39033, "heavy duty" means having a gross vehicle weight of 
greater than 14,000 pounds. 
New off-road, nonrecreational motor vehicles 
• 
• 
• 
44475.32. To encourage the purchase of cleaner new off-road non-
recreational motor vehicles, and the replacement and retirement of 
older, more polluting off-road non-recreational motor vehicles, the 
State Board shall award tax credits for the purchase of off-road non-
recreational motor vehicles in California on the basis of cost-
effectiveness as determined pursuant to Section 44475.15 and 44475.55. 
The State Board shall establish minimum standards to qualify for tax 
credits to maximize emissions reductions. Only non-recreational motor 
vehicles of less than 50 horsepower shall qualify for tax credits 
pursuant to this section. The retired non-recreational motor vehicle 
shall be disposed of to a recycler. 
Rice straw conversion facilities 
44475.33. (a) The intent of this section is to reduce or eliminate 
smoke and other emissions resulting from the outdoor, unenclosed 
burning of rice straw. The State Board shall award tax credits for 
rice straw conversion facilities that will either gasify the rice 
straw, convert it to usable chemicals or other products (such as paper, 
livestock feed, or building materials), or utilize it for the 
generation of electrical energy. The State Board shall award tax 
credits to facilities that utilize rice straw in an amount sufficient 
to coyer, but not to exceed, the full reasonable. cost of collection, 
delivery, sizing, and storage of the rice straw. As provided in 
subdivision (c) of Section 44475.7, tax credits shall be awarded only 
to the facilities described in this section. Tax credits shall not be 
awarded for any land application of rice straw. In entering into a 
long-term contract for rice straw conversion projects, the State Board 
may set a maximum tax credit per ton of rice straw delivered to the 
facility. The State Board shall calculate the full reasonable cost of 
collection, delivery, sizing, and storage of the rice straw to the 
closest operating facility. The amount of the tax credit shall be based 
on the tonnage of rice straw delivered to the facility and the amount 
of tax credit available for each ton. 
(b) The State Board shall develop criteria for selecting rice 
straw conversion projects based on the reduction or elimination of 
• 
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emissions from outdoor, unenclosed burning compared to the emissions at 
the rice straw conversion facility and associated transportation 
emissions. In ranking applications for tax credits to be awarded 
pursuant to this section, the State Board shall first consider 
applications from those facilities using best available control 
technologies such as bag houses for particulate control and combustion 
technologies that minimize other emissions. The application for a tax 
credit pursuant to this section shall certify that rice straw would 
otherwise have ultimately been burned outdoors, and not in any 
enclosure, and that, consistent with the requirements of subdivision 
(d) of Section 44475.9, awarding the tax credit will reduce air 
pollution by assisting in the implementation of Section 41865 and 
Chapter 4.5 (commencing with Section 39750) of Part 2 of this Division. 
Chapter 4. General Program Requirements 
44475.40. Before a tax credit may be awarded pursuant to this part, 
the State Board shall approve the capability of the particular retrofit 
technology, vehicle, engine, equipment, or product to meet the criteria 
for each specified in Chapter 3 (commencing with Section 44475.15). 
Any certification of vehicles or equipment necessary for operation in 
California shall be pursuant to the applicable state or federal law. • 
44475.41. To maintain eligibility for a tax credit, any motor vehicle, 
vehicle, or implement of husbandry, which is required by the Vehicle 
Code to be registered and which has been awarded tax credits pursuant 
to this part, shall have in force at all times a valid registration for 
operation in California. 
44475.42 Subject to the cost-effectiveness requirements of this part, 
the State Board may award tax credits for up to the incremental costs 
of a project, including incrementally higher operating and lease C0Sts 
as well as incremental capital costs, as well as for any necessary 
incentives to encourage the acquisition of new vehicles and equipment, 
the retrofitting of existing vehicles and equipment, or the adoption of 
innovative technologies by users. 
44475.43. (a) The State Board shall by regulation establish procedures 
to assure that any equipment or vehicles traded in pursuant to this 
part shall have a reasonable remaining service life, and that the 
equipment or vehicles are scrapped after trade-in or retirement and not 
rebuilt or re-sold. Equipment and vehicles that are traded in or 
retired shall be destroyed, and the metal parts shall be recycled . 
(b) The State Board may require evidence that the vehicles or 
equipment eligible for a tax credit pursuant to this part will have a 
reasonable expected useful life. 
44475.44. The State Board and the districts, as appropriate, shall take 
all appropriate and necessary actions to ensure emissions reductions 
achieved pursuant to this part are credited by the U.S. Environmental 
Protection Agency to emissions reduction objectives in the State 
Implementation Plan . 
44475.45. In addition to the requirements of Section 44475.16, after 
study of available emissions reduction technologies and after public 
notice and comment, the State Board may reduce the minimum percen~age 
NOx and particulate reduction criteria for purchase, retrofits, and add-
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on equipment stated in Sections 44475.20, 44475.21, 44475.22, and 
44475.31 if necessary to maximize emissions reductions from the 
purchase, retrofit, or repowering of vehicles and equipment pursuant to 
those sections. 
• 
44475.46. The State Board may specify conditions of use and other terms 
with respect to the purchase of vehicles and equipment and the 
operation of equipment acquired pursuant to this part. 
44475.47 The State Board may consider ways to increase the flexibility 
and effectiveness of this program, especially with respect to 
increasing the usability of the tax credits authorized by this part, 
and may propose legislation to improve the program. This section does 
not authorize the Legislature to amend this part. 
Chapter 5. Award of Tax Credits 
• 
44475.50. The State Board, or district, as the case may be, shall have 
sole discretion to determine the sufficiency and completeness ot any 
application and may determine that an application for a tax c~edit is 
not in compliance with this part and its intent and purposes and may 
reject the application. 
44475.51. The State Board or district, 
expedite the processing of applications 
the greatest extent possible. 
as the case may be, shall 
and awarding of tax credits to 
• 
44475.52. (a) Consistent with the other requirements of this part, the 
State Board shall adopt regulations to award tax credits to projects 
within each project category set forth in Section 44475.57. Consistent 
with the other' requirements of this part, and specifically including 
but not limited to Section 44475.55, the State Board may adopt 
selection criteria to allocate tax credits within each project category 
to projects with equivalent cost-effectiveness rankings. 
(b) Within each category of tax credits listed in Section 
44475.57, if equivalent applications are submitted, the State Board or 
district shall first select the application from an applicant that did 
not receive a tax credit within that category in the previous quarter. 
This subdivision does not prevent the State Board or a district from 
awarding long-term contracts for tax credits. For purposes of this 
subdivision, "equivalent applications" means applications that are 
equally cost-effective and equal with respect to other criteria 
required by this part or by regulations adopted pursuant to this part. 
44475.53 The State Board may award tax credits pursuant to this part 
for projects that conform with the requirements of this part and with 
applicable regulations of the State Board, even if the projects are 
initiated after the effective date of this part, but before the 
regulations implementing this part are adopted. 
44475.54. (a) The State Board or district, as the case may be, shall 
evaluate each application for consistency with the content requirements 
of Section 44475.6 and the other requirements of this part and the 
regulations of the State Board, and shall determine the emissions 
reductions that will result from implementation of each project or 
category of projects using the methodology established pursuant to 
Section 44475.15 and shall apply the procedure for ranking projects set 
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forth in Section 44475.55. The State Board shall award tax credits to 
eligible applicants in accordance with the evaluations and 
determinations made pursuant to this section and Section 44475.55. 
(b) Any project that does not meet the cost-effectiveness 
standard established by the State Board pursuant to Section 44475.15, 
as determined by the State Board or district, in its sole discretion, 
shall not be eligible for a tax credit. 
44475.55. In each calendar quarter, for any category of project 
specified in Section 44475.20 (public fleet vehicles), 44475.21 (state 
heavy-duty fleet vehicles), 44475.22 (retrofit), 44475.23 (ports), 
44475.24 (locomotives), 44475.28 (stationary and portable equipment), 
44475.29 (ambient air pollution destruction technology), 44475.30 
(agricultural waste), 44475.31 (new heavy-duty vehicles), 44475.32 
(off-road vehicles), or 44475.33 (rice straw) for which one or more 
applications meet the cost-effectiveness standard established by the 
State Board, the State Board shall rank the qualifying proposed 
projects in order from the most cost-effective to the least cost-
effective. The State Board shall award tax credits according to this 
ranking, until all credits available for the particular category of 
project for that quarter have been awarded or no qualifying projects 
remain. If the State Board is unable to rank two or more projects 
because they have similar cost-effectiveness in emissions reductions, 
the State Board shall give preference to the project with greater 
reductions in emissions of toxic air contaminants, in accordance with 
the procedure in subdivision (b) of Section 44475.15. This section does 
not apply to projects included in the standardized tax credit 
allocations established pursuant to subdivision (fl of Section 
44475.15. In categories in which districts have been delegated 
authority to award tax credits, the districts shall cooperate with the 
State Board in implementing this section. 
44475.56. (al Upon the determination of the State Board to award a tax 
credit, the successful applicant shall execute a long-term or short-
term contract, as the case may be, as provided in Section 44475.10. 
, 
(b) With respect to any tax credit that may be claimed in more 
than one taxable or income year, the State Board shall allocate the 
entire dollar value of that tax credit to the fiscal year in which the 
applicant executed the contract. The applicant may thereafter claim 
portions of the unused amount of the tax credit in subsequent taxable 
or income years until the total amount of the tax credit is exhausted. 
The unused amount that may be claimed shall not at any time be subject 
to the operation of subdivision (bl of Section 44475.58. 
(c) In lieu of the procedure authorized in subdivision (b), at 
the election of the applicant, the long-term contract may provide that 
the dollar value of the tax credit may be allocated in equal allotments 
to two or more fiscal years, up to a total of ten fiscal years, 
designated by the applicant. A single long-term contract shall be 
entered into for multi-year allotments, but at the time the contract is 
signed the State Board shall issue a separate tax credit certificate 
for each allotment. In any taxable or income year in which an allotment 
may be claimed, the applicant may elect to claim less that the full 
dollar value of the allotment and may thereafter claim the unused 
portion of that allotment in subsequent taxable or income years until 
the total amount of the allotment is exhausted. The unused portion of 
an allotment may be claimed in the same taxable or income year that a 
new allotment is allocated. In any fiscal year in which subdivision 
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(b) of Section 44475.58 is implemented, the dollar value of the 
allotment of the tax credit allocated to that fiscal year shall not be 
; , reduced. 
• 
• 
r--. 
r ... 
44475.57. (a). The State Board shall award tax credits each fiscal year 
in accordance with the following schedule: 
Tax Credits Section 
In millions 
Of Dollars 
$35 
$ 5 
$10 
$ 5 
$34 
$15 
$10 
$10 
$ 5 
$20 
$ 3 
$15 
$17 
$25 
$ 3 
$ 6 
44475.20(a) 
44475.20(b) 
44475.21(a) 
44475.21(b) 
44475.22 
44475.23 
44475.24 
44475.25 
44475.26 
44475.27 
44475.28 
44475.29 
44475.30 
44475.31 
44475~32 
44475.33 
Category 
New public fleet vehicles 
Retrofit and repower public fleet vehicles 
New state heavy-duty fleets 
Retrofit and repower state heavy duty vehicles 
Retrofit of older, heavy-duty trucks and 
equipment 
Ports 
Locomotives 
Hearth products 
Lawn and garden equipment 
Research and development 
Stationary and portable equipment 
• 
• 
Ambient air pollution destruction technology 
Agricultural waste conversion facilities 
New heavy-duty and 50+ HP motor vehicles 
New off-road, non-recreational motor vehicles 
Rice straw conversion facilities 
(b) (l)The State Board shall allocate up to 10 percent of the 
dollar value of tax credits authorized in each category listed in 
subdivision (a), except Section 44475.20, for pilot or technology 
demonstration projects that develop technologies to reduce pollutants 
from the source identified in each section. The State Board shall 
award tax credits pursuant to this subdivision to the extent that 
qualified applications are received, up to the 10 percent limit 
specified in this paragraph. 
(2) In implementing this subdivision, highest priority 
shall be given to projects that may substantially reduce emissions of 
more than one air pollutant and have the greatest likelihood of 
commercial viability. Projects that will meet criteria such as 
durability, safety, reliability, and reduction of actual in-use 
emissions will also be given high priority. To be eligible for tax 
credits, advanced technologies shall have the potential to' 
substantially reduce emissions of pollutants. 
(3) This subdivision shall not apply to Secti~n 44475.27. 
(4) Notwithstanding the requirements of paragraph (1), the 
State Board shall allocate up to 12 percent of the dollar value of tax 
credits authorized in subdivision (a) for pilot or technology 
demonstration projects undertaken pursuant to Section 44475.20 that 
develop technologies to reduce pollutants from the source identified in 
that section. The State Board shall award tax credits pursuant to this 
paragraph to the extent that qualified applications are received, up to 
the 12 percent limit specified in this paragraph. The total dollar 
value of tax credits allocated by this paragraph from Section 44475.20 
• 
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may be used 
purposes of 
for pilot and demonstration projects 
subdivision (a) of Section 44475.20. 
pursuant to the 
• 
44475.58. (a) (1)To the extent that applications have been submitted 
for eligible projects, the State Board or district shall award tax 
credits pursuant to this part at least once per calendar quarter for 
each category of project specified in Chapter 3 (commencing with 
Section 44475.15). . 
(2) In any fiscal year that there are insufficient qualified tax 
credit applications in a particular category set forth in the schedule 
in Section 44475.57, or in the event of a reduction in the tax credits 
allowed due to the operation of subdivision (b), the State Board shall 
retain the tax credits not awarded pursuant to Section 44475.57 for 
award in that category for use in a subsequent fiscal year. In 
awarding tax' credits retained from previous years, the State Board 
shall seek to allocate the tax credits in equal allotments throughout 
the remaining years of the program, to reduce the impact of the award 
of the deferred tax credits in any single fiscal year. 
(b) The Department of Finance may reduce the total amount of tax 
credits to be awarded in a fiscal year following a fiscal year in which 
General Fund receipts were lower than General Fund receipts in the 
previous fiscal year. The Department of Finance may also reduce the 
total amount of tax credits to be awarded within a fiscal year if 
General Fund receipts in that fiscal year are lower from July 1 to 
March 31 of that fiscal year compared to the same period in the 
previous fiscal year. 
In addition, the Department of Finance may reduce thei total amount of 
tax credits to be awarded in each of the 1998-1999 an~ 1999-2000 fiscal 
years if General Fund receipts did not increase, comp red to the 
previous fiscal year, in an amount to equal the amoun of tax credits 
to be awarded in each of those fiscal years. In the fvent of any 
reductions made by the Department of Finance pursuant to this 
subdivision, the State Board shall allocate the reduc ions in the same 
proportion as the tax credits are allocated pursuant 0 Section 
44475.57. Tax credits awarded as part of a long-term contract, or 
pursuant to the carryover provisions set forth in Sec ions 17052 2nd 
23630 of the Revenue and Taxation Code, shall not be :reduced. 
44475.59. (a) An annual audit shall be performed to d4~termine whether 
this part is being carried out in accordance with the intent, purposes, 
and requirements of this part. The audit shall inclu(je review of the 
administration of the program and expenses incurred pursuant to Section 
44475.14, taking into account the costs of beginning the program. The 
Department of Finance shall contract with a private al1diting firm to 
conduct the audit. On completion of the audit, the Department shall 
immediately report to the Governor, the Legislature, the State Board, . 
and the public the results of the audit. The State B()ard shall report 
to the GQvernor, the Legislature and the public their response to the 
results and recommendations of the audit within 90 days of completion 
of the audit. If the audit recommends a reduction in the cost of 
administering the program, the State Board shall reduce its 
administrative costs or provide a written explanation to the Governor 
and the Legislature explaining why the administrative expenses cannot 
be reduced. 
(b) The first audit shall be for the 1998-1999 fiscal year. The 
Legislature shall appropriate sufficient funds each fiscal year from 
the General Fund to the Department of Finance to pay for the audit . 
• 
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44475.60. The Franchise Tax Board shall calculate the aggregate amount 
of tax credits awarded by the State Board and districts and claimed by 
taxpayers, as reported pursuant to subdivision (b) of Section 44475.62, 
and shall report that amount to the State Controller, the Director of 
Finance, and the State Department of Education, for each fiscal year. 
That amount shall represent the total amount of tax credits approved 
and claimed pursuant to this part for purposes of determining the 
amount of "General Fund revenues which may appropriated pur.suant to 
Article XIIIB", as that quoted phrase is used in paragraph (1) of 
subdivision (b~ of Section 8, of Article XVI of the California 
Constitution, and in calculating moneys to be applied by the state for 
the support of school districts and community college districts. 
Notwithstanding any other provision of law, the amount of the tax 
credits shall be added to General Fund revenues otherwise considered in 
making those calculations required by the provisions of Section 8. The 
Legislature may amend this section to better achieve its intent, which 
is to assure that this part does not diminish funding for school 
districts or community college districts to a level that is below what 
would be required absent the tax credits authorized by this. p~rt. 
44475.61. Notwithstanding any other provision of law, tax credits 
approved pursuant to this part shall be considered "General Fund 
revenues which may be appropriated pursuant to Article XIIIB", as that 
quoted phrase is used in paragraph (1) of subdivision (b) of Section ?, 
of Article XVI, of the California Constitution, and in calculating 
moneys to be applied by the state for the support of school districts 
and community college districts, those tax credits shall be added to 
General Fund revenues otherwise considered in making those calculations 
required by the provisions of Section 8. The Legislature may amend 
this section to better achieve its intent, which is to assure that this 
part does not diminish funding for school districts or community 
college districts to a level that is below what would be required 
absent the tax credits authorized by this part. 
44475.62. (a) After the end of each quarter, the State Board shall 
publish a list of all projects awarded tax credits under this program 
during the previous quarter by the State Board and any participating 
district. The report shall include for each project a description of 
the project, the amount of annual emissions reductions estimated to 
result from the project, the number of vehicles or pieces of equipment 
involved, the cost-effectiveness of the project, and other items 
considered relevant by the State Board. The report shall be 
transmitted to the Governor, the Legislature, and the public. 
(b) The State Board shall furnish a list to the Franchise Tax 
Board after the end of each quarter, in the form and manner agreed upon 
by the Franchise Tax Board, containing the names, taxpayer 
identification numbers (including taxpayer identification numbers for 
each partner or shareholder, as applicable), description of the tax 
credit awarded, and total amount of credit approved for each person 
awarded a tax credit in that quarter. 
44475.63. (a) In the event that the recipient of the tax credit or 
• 
operator of the equipment, vehicles, locomotives, off-road 
nonrecreational motor vehicles, or vessels purchased or operated 
pursuant to the award of the tax credit violates the terms of the 
contract pursuant to which the tax credit was awarded, the State Board 
22 
• 
may initiate an action to rescind the contract, invalidate the dollar 
value of any unused tax credit, and recover from the recipient an 
amount of money equal to the dollar value of the tax credit used, 
together with interest as computed on deficiency assessments. 
(b) Any money recovered pursuant to this section shall be 
available for appropriation for the purposes of Section 44475.27, and 
for no other purpose. 
(c) Any unused tax credit invalidated pursuant to this section 
shall be available for award in a subsequent fiscal year by the State 
Board for the same category for which the tax credit had originally 
been awarded. 
(d) The State Board shall notify the Franchise Tax Board of every 
action initiated pursuant to this section. The initiation of an action 
pursuant to this section shall not preclude the imposition of any fine, 
forfeiture, or other penalty or undertaking an administrative 
enforcement action pursuant to any other provision of law or 
regulation. 
44475.64. Personal services and consulting contracts entered into 
pursuant to this part shall not be subject to approval by the' 
Department of General Services if the State Board does all of the 
following: 
(a) Designates a State Board officer as responsible and directly 
accountable for the State Board's contracting program. 
(b) Establishes written policies and procedures and a management 
system that will ensure the State Board's contracting activities comply 
with applicable provisions of law and regulations and that it has 
demonstrated the ability to carry out these policies and procedures and 
to implement the management system. 
(c) Establishes a plan for ensuring that contracting personnel are 
adequately trained in contract administration and contract management. 
(d) Conducts an audit every two years of the contracting program and 
reports to the Department of General Services as the Department may 
• requ~re. 
(e) Establishes procedures 
contracting program. 
Chapter 6. Repeal 
• 
for reporting to the Legislature on the 
• 
44475.70.-Section 44475.57 shall continue in effect until January 1, 
2011, and is repealed as of that date. The State Board and districts 
shall award no further tax credits after January 1, 2011, unless 
Section 44475.57 is reenacted and becomes effective on or after that 
date. The Legislature may re-enact section 44475.57 by majority vote. 
The re-enacted section shall take effect on or after January 1, 2011 . 
• 
SEC. 3. Section 17039 of the Revenue and Taxation Code is amended to 
read: 
17039. (a) Notwithstanding any provision in this part to the contrary, 
for the purposes of computing tax credits, the term "net tax" means the 
tax imposed under either Section 17041 or 17048 plus the tax imposed 
under Section 17504 (relating to lump-sum distributions) less the 
credits allowed by Section 17054 (relating to personal exemption 
credits) and any amount imposed under paragraph (1) of subdivision (d) 
and paragraph (1) of subdivision (e) of Section 17560. Notwithstanding 
the preceding sentence, the "net tax" shall not be less than the tax 
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imposed under Section 17504 (relating to the separate tax on lump-sum 
distributions), if any. Credits shall be allowed against "net tax" in 
the following order: 
(1) Credits that do not contain carryover or refundable 
provisions, except those described in paragraphs (4) and (5) . 
. (2) Credits that contain carryover provisions but do not contain 
refundable provisions. 
(3) Credits that contain both carryover and refundable 
• • prov~s~ons. 
(4) The minimum tax credit allowed by Section 17063 (relating to 
the alternative minimum tax). 
(5) Credits for taxes paid to other states allowed by Chapter 12 
(commencing with Section 18001). • 
(6) Credits that contain refundable provisions but do not contain 
• • carryover prov~s~ons. 
The order within each paragraph shall be determined by the 
Franchise Tax Board. 
(b) Notwithstanding the provisions of Sections 17053.5 (relating 
to the renter's credit), 17061 (relating to refunds pursuant to the 
Unemployment Insurance Code), and 19002 (relating to tax withholding), 
the credits provided in those sections shall be allowed in the order 
provided in paragraph (6) of subdivision (a). 
(c) (1) Notwithstanding any other provision of this part, no tax 
credit shall reduce the tax imposed under Section 17041 or 17048 plus 
the tax imposed under Section 17504 (relating to the separate t~x on 
lump-sum distributions) below the tentative minimum tax, as defined by 
Section 17062, except the following credits, but only after allo\lance 
of the credit allowed by Section 17063: 
(A) The creait allowed by former Section 17052.4 (relating to 
solar energy). 
(B) The credit allowed by former Section 17052.5 (relating to 
solar energy). 
(C) The credit allowed by Section 17052.5 (relating to solar 
energy) . 
(D) The credit allowed by Section 17052.12 (relating to research 
expenses) . 
(E) The credit allowed by former Section 17052.13 (relating to 
sales and use tax credit). 
(F) The credit allowed by Section 17052.15 (relating to Los 
Angeles Revitalization Zone sales tax credit) . 
(G) The credit allowed by Section 17053.5 (relating to the 
renter's credit). . 
(H) The credit allowed by former Section 17053.8 (relating to 
enterprise zone' hiring credit). 
(I) The credit allowed by Section 17053.10 (relating to Los 
Angeles Revitalization Zone hiring credit). 
(J) The credit allowed by former Section 17053.11 (relating to 
program area hiring credit). 
(K) For each taxable year beginning on or after January 1, 1994, 
the credit allowed by Section 17053.17 (relating to Los Angeles 
Revitalization Zone hiring credit). 
(L) The credit allowed by Section 17053.49 (relating to qualified 
property). 
(M) The credit allowed by Section 17053.70 (relating to 
enterprise zone sales or use tax credit). 
(N) The credit allowed by Section 17053.74 (relating to 
enterprise zone hiring credit). 
24 
• 
• 
• 
• 
(0) The credit allowed by Section 17057 (relating to clinical 
testing expenses). 
(P) The credit allowed by Section 17058 (relating to low-income 
housing) . 
(Q) The credit allowed by Section 17061 (relating to refunds 
pursuant to the Unemployment Insurance Code) . 
(R) Credits for taxes paid to other states allowed by Chapter 12 
(commegcing with Section 18001). 
(S) The credit allowed by Section 19002 (relating to tax 
withholding) • 
(T) The credit allowed by section 17052 (relating to reductions 
in emissions of air pollutants). . 
(2) Any credit that is partially or totally denied under 
paragraph (1) shall be allowed to be carried over and applied to the 
net tax in succeeding taxable years, if the provisions relating to tnat 
credit include a provision to allow a carryover when that credit 
exceeds the net tax. 
(d) Unless otherwise provided, any remaining carryover of a 
credit allowed by a section that has been repealed or made inoperative 
shall continue to be allowed to be carried over under the provisions of 
that section as it read immediately prior to being repealed or becoming 
inoperative. 
(e) (1) Unless otherwise provided, if two or more taxpayers 
(other than husband and wife) share in costs that would be eligible for 
a tax credit allowed under this part, each taxpayer shall be eligible 
to receive the tax credit in proportion to his or her respective share 
of the costs paid or incurred. 
(2) In the case of a partnership, the credit shall be allocated 
among the partners pursuant to a written partnership agreement in 
accordance with Section 704 of the Internal Revenue Code, relating to 
partner's distributive share. . 
(3) In the case of a husband and wife who file separate returns, 
the credit may be taken by either or equally divided between them. 
(f) Unless otherwise provided, in the case of a partnership, any 
credit allowed by this part shall be computed at the partnership level, 
and any limitation on the expenses qualifying for the credit or 
limitation upon the amount of the credit shall be applied to the 
partnership and to each partner. 
(g)' (1) With respect to any taxpayer that directly or indirectly 
owns an interest in a business entity that is disregarded for ta}: 
purposes pursuant to Section 23038 and any regulations thereunder, the 
amount of any credit or credit carryforward allowable for any taxable 
year attributable to the disregarded business entity shall be limited 
in accordance with paragraphs (2) and (3). 
(2) The amount of any credit otherwise allowed under this part, 
including any credit carryover from prior years, that may be applied to 
reduce the taxpayer's "net tax," ~s defined in subdivision (a), for the 
taxable year shall be limited to an amount equal to the excess of the 
taxpayer's regular tax (as defined in Section 17062), determined by 
including income attributable to the disregarded business entity that 
generated the credit or credit carryover, over the taxpayer's regular 
tax (as defined in Section 17062), determined by excluding the income 
attributable to that disregarded business entity. No credit shall be 
allowed if the taxpayer's regular tax (as defined in Section 17062), 
determined by including the income attributable to the disregarded 
business entity, is less than the taxpayer's regular tax (as defined in 
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Section 17062), determined by excluding the income attributable to the 
disregarded business entity. 
(3) If the amount of a credit allowed pursuant to the section 
establishing the credit exceeds the amount allowable under this 
subdivision in any taxable year, the excess amount may be carried over 
to subsequent taxable years pursuant to subdivisions (c) and (d). 
SEC.4. Section 17052 is added to the Revenue and Taxation Code, to 
read: • 
17052. (a) For each taxable year beginning on or after January 1, 
1999, there shall be allowed as a credit against the amount of "net 
tax," as defined in Section 17039, an amount equal to the tax credit 
awarded pursuant to Part 10 (commencing with Section 44475.1) of 
Division 26 of the Health and Safety Code. 
. (b) The aggregate amount of tax credits granted to all taxpayers 
pursuant to this section and Section 23630 shall not exceed two hundred 
eighteen million dollars ($218,000,000) for each fiscal year, plus the 
amount of tax credits that are retained pursuant to paragraph (2) of 
subdivision (a) of Section 44475.58 of the Health and Sajety Gode. 
(c) In the case where the credit allowed by this section exceeds 
the "net tax," the excess may be carried over to reduce the "net tax" 
in the following year and succeeding years until the credit has been 
exhausted. 
(d) The State Air Resources Board shall 
(1) Certify that the taxpayer has 
credit as specified in subdivision (a). 
do all of the following: 
been awarded the tax 
(2) Issue tax credit certificates in an aggregate amount 
that shall not exceed the limit specified in subdivision (b). 
(3) Furnish each year a list to the Franchise Tax Board in 
a form or manner agreed upon by the Franchise Tax Board and the State 
Air Resources Board of the qualified taxpayers that were issued tax 
credit certificates. If possible, the list shall be in a computer 
readable form. 
(4) Provide the taxpayer with co~ies of the tax credit 
certificate. 
(5) Obtain the taxpayer's identification number; or in the 
case of an organization taxed as a partnership, the taxpayer's 
identification number of each partner; or in the case of a subchapter 
"s" corporation, the taxpayer's identification number of each 
shareholder. 
• (6) 60 days following the close of each fiscal year within 
which the credit under this section is available, provide to the 
Legislature a report with respect to that fiscal year that includes all 
of the following: 
(A) The number of tax credit certificates requested 
and issued. 
(B) The types of taxpayers receiving the tax credit 
certificates. 
(e) To be eligible for the tax credit the taxpayer shall do all 
of the following: 
(1) As part of the taxpayer's request for a tax credit, 
provide the State Air Resources Board with documents, as deemed 
necessary by the State Air Resources Board, verifying that the 
requirements of this section and Part 10 (commencing with Section 
44475.1)of Division 26 of the Health and Safety Code have been met. 
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(2) Retain a copy of the tax credit certificate issued by 
the State Air Resources Board as specified in subdivision (d). 
(3) Provide a copy of the tax credit certificate to the 
Franchise Tax Board upon request. 
• 
(4) Provide the State Air Resources Board with the 
taxpayer's identification number; or in the case of an organization 
taxed as a partnership, the taxpayer identification numbers of each 
partner; or in the case of a subchapter "S" corporation, the taxpayer's 
identification number of each shareholder. 
(5) If the taxpayer fails to comply with the requirements 
of this subdivision, nO credit shall be awarded to that taxpayer until 
the ·taxpayer complies. 
(f) Any credit allowed pursuant to this section shall be in lieu 
of any other credit otherwise allowable pursuant to this part for the 
same purchase, retrofit, repower, or operational change that is the 
basis for the tax credit under this section. In addition, any 
deduction for the same purchase, retrofit, repower, or operational 
change that is the basis for the tax credit under this section shall be 
reduced, on a pro rata basis, by the part of the purchase, retrofit, 
repower, or operational change that was paid for by the credit awarded 
pursuant to this section. 
SEC. 5. Section 23036 of the Revenue and Taxation Code is amended to 
read: 
23036. (a) (1) The term "tax" includes any of the following: 
(A) The tax imposed under Chapter 2 (commencing with Section 
23101) . 
(B) The tax imposed under Chapter 3 (commencing with Section 
23501) . 
(C) The tax on unrelated business taxable income, imposed under 
Section 23731. 
(D) The tax on S corporations imposed under Section 23802. 
(2) The term "tax" does not include any amount imposed under 
paragraph (1) of subdivision (e) of Section 24667 or paragraph (2) of 
subdivision (f) of Section 24667. • 
(b) For purposes of Article 5 (commencing with Section 18661) of 
Chapter 2, Article 3 (commencing with Section 19031) of Chapter 4, 
Article 6 (commencing with Section 19101) of Chapter 4, and Chapter 7 
(commencing with Section 19501) of Part 10.2, and for purposes of 
Sections 18601, 19001, and 19005, the term "tax" shall also incillde all 
of the following: 
(1) The tax on limited partnerships, imposed under Section 17935 
or Section 23081, the tax on limited liability companies, imposed under 
Section 17941 or Section 23091, and the tax on registered limited 
liability partnerships and foreign limited liability partnerships 
imposed under Section 17948 or Section 23097. 
(2) The alternative minimum tax imposed under Chapter 2.5 
(commencing with Section 23400). 
(3) The tax on built-in gains of S corporations, imposed under 
Section 23809. 
(4) The tax on excess passive investment income of S 
corporations, imposed under Section 23811. 
(c) Notwithstanding any other provision of this part, credits 
shall be allowed against the "tax" in the following order: 
(1) Credits that do not contain carryover provisions. 
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(2) Credits that, when the credit exceeds the "tax," allow the 
excess to be carried over to offset the "tax" in succeeding taxable 
years. The order of credits within this paragraph shall be determined 
by the Franchise Tax Board. 
(3) The minimum tax credit allowed by Section 23453. 
(4) Credits for taxes withheld under Section 18662. 
(d) Notwithstanding any other provision of this part, each of the 
following shall be applicable: 
(1) No credit shall reduce the "tax" below the tentative minimum 
tax (as defined by paragraph (1) of subdivision (a) of Section 23455)," 
except the following credits, but only after allowance of the credit 
allowed by Section 23453: 
(A) The credit allowed by former Section 23601 (relating to solar 
energy) . 
(B) The credit allowed by former Section 23601.4 (relating to 
solar energy). 
(C) The credit allowed by Section 23601.5 (relating to solar 
energy) . 
(D) The credit allowed by Section 23609 (relating to research 
expenditures) . • 
" (E) The credit allowed by Section 23609.5 (relating to clinical 
testing expenses). 
(F) The credit allowed by Section 23610.5 (relating to low-income 
housing) . 
(G) The credit allowed by former Section 23612 (relating to sales 
and use tax credit) . 
. (H) The credit allowed by Section 23612.2 (relating to enterprise 
zone sales or use tax credit). 
(I) The credit allowed by Section 23612.6 (relating to Los 
Angeles Revitalization Zone sales tax credit). 
(J) The credit allowed by former Section 23622 (relating to 
enterprise zone hiring credit). 
(K) The credit allowed by Section 23622.7 (relating to enterprise 
zone hiring credit). 
(L) The credit allowed by former Section 23623 (relating to 
program area hiring credit). 
(M) For each income year beginning on or after January 1, 1994, 
the credit allowed by Section 23623.5 (relating to Los Angeles 
" Revitalization Zone hiring credit). 
" (N)" The credit allowed by Section 23625 (relating to Los Angeles 
Revitalization Zone hiring credit). 
(0) The credit allowed by Section 23649 (relating to qualified 
property). 
(P) The credit allowed by Section 23630 (relating to reductions 
in emissions of air pollutants) . 
(2) No credit against the tax shall reduce the minimum franchise 
tax imposed under Chapter 2 (commencing with Section 23101). 
(e) Any credit which is partially or totally denied under 
subdivision (d) shall be allowed to be carried over t6 reduce the "tax" 
in the following year, and succeeding years if necessary, if the 
provisions relating to that credit include a provision to allow a 
carryover of the unused portion of that credit. 
(f) Unless otherwise provided, any remaining carryover from a 
credit that has been repealed or made inoperative shall continue to be 
allowed to be carried over under the provisions of that section as it 
read immediately prior to being repealed or becoming inoperative. 
" 
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(g) Unless otherwise provided, if two or more taxpayers share in 
costs that would be eligible for a tax credit allowed under this part, 
each taxpayer shall be eligible to receive the tax credit in proportion 
to its respective share of the costs paid or incurred. 
(h) Unless otherwise provided, in the case of an S corporation, 
any credit allowed by this part shall be computed at the S corporation 
level, and any limitation on the expenses qualifying for the credit or 
limitation upon the amount of the credit shall be applied to the S 
corporation and to each shareholder. 
(i) (1) With respect to any taxpayer that directly or indirectly 
owns an interest in a business entity that is disregarded for tax 
purposes pursuant to Section 23038 and any regulations thereunder, the 
amount of any credit or credit carryforward allowable for any income 
year attributable to the disregarded business entity shall be limited 
in accordance with paragraphs (2) and (3). 
(2) The amount of any credit otherwise allowed under this part, 
including any credit carryover from prior years, that may be applied to 
reduce the taxpayer's. "tax," as defined in subdivision (a), for the 
income year shall be limited to an amount equal to the excess of the 
taxpayer's regular tax (as defined in Section 23455), determined by 
including income attributable to the disregarded business entity that 
generated the credit or credit carryover, over the taxpayer's regular 
tax (as defined in Section 23455), determined by excluding the income 
attributable to that disregarded business entity. No credit shall be 
allowed if the taxpayer's regular tax (as defined in Section 23455), 
determined by including the income attributable to the disregarded 
business entity is less than the taxpayer's regular tax (as defined in 
Section 23455), determined by excluding the income attributable to the 
disregarded business entity. 
(3) If the amount of a credit allowed pursuant to the section 
establishing the credit exceeds the 
subdivision in any income year, the 
to subsequent income years pursuant 
amount allowable under this 
excess amount may be 
to subdivisions (d), 
carried 
(e) and 
over 
( f) • 
SEC. 6. Section 23630 is added to the Revenue and Tax Code, to read: 
23630. (a) For each income year beginning on or after January 1, 1999, 
there shall be allowed as a credit against the amount of "tax," as 
defined in Section 23036, an amount equal to the tax credit awarded 
pursuant to Part 10 (commencing with Section 44475.1) of Division 26 of 
the Health and Safety Code. 
(b) The aggregate amount of tax credits granted to all taxpayers 
pursuant to this section and Section 17052 shall not exceed two hundred 
eighteen million dollars ($218,000,000) for each fiscal year, plus the 
amount of tax credits that are retained pursuant to paragraph (2) of 
subdivision (a) of Section 44475.58 of the Health and Safety Code. 
(c) In the case where the credit allowed by this section exceeds 
the "tax," the excess may be carried over to reduce the "tax" in the 
following year and succeeding years until the credit has been 
exhausted. 
(d) The State Air Resources Board shall do all of the following: 
(1) Certify that the taxpayer has been awarded the tax credit as 
specified in subdivision (a). 
(2) Issue tax credit certificates in an aggregate amount that 
shall not exceed the limit specified in subdivision (b). 
(3) Furnish each year a list to the Franchise Tax Board in a 
form or manner agreed upon by the Franchise Tax Board and the State Air 
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Resources Board of the qualified taxpayers that were issued tax credit 
certificates. If possible, the list shall be in a computer readable 
form. 
(4) Provide the taxpayer with copies of the tax credit 
certificate. 
(5) Obtain the taxpayer's identification number; or in the case 
of an organization taxed as a partnership, the taxpayer's 
identification number of each partner; or in the case of a subchapter 
"s" corporation, the taxpayer's identification number of each 
shareholder. 
(6) 60 days following the close of each fiscal year within which 
the credit under this section is available, provide to the Legislature 
a report with respect to that fiscal year that inclu~es all of the 
following: 
(A) The number of tax credit certificates requested and 
issued. 
(B) The types of businesses receiving the tax credit 
certificates. 
(e) To be eligible for the tax credit the taxpayer shall do all 
of the following: '. 
(1) As part of the taxpayer's request for a tax credit, provide 
the State Air Resources Board with documents, as deemed necessary by 
the State Air Resources Board, verifying that the requirements of this 
section and of Part 10 (commencing with Section 44475.1) of Division 26 
of the Health and Safety Code have been met. 
(2) Retain a copy of the tax credit certificate issued by the 
State Air Resources Board as specified in subdivision (d). 
(3) Provide a copy of the tax credit certificate to the 
Franchise Tax Board upon request. 
(4) Provide the State Air Resources Board with the taxpayer's 
identification number; or in the case of an organization taxed as a 
partnership, the taxpayer identification numbers of all partner~; or in 
the case of a subchapter "S" corporation, the taxpayer's identification 
number of each shareholder. 
(5)If the taxpayer fails to comply with the requirements of this 
subdivision, no credit shall be awarded to that taxpayer until the 
taxpayer complies. 
(f) Any credit allowed pursuant to this section shall be in lieu 
of any other credit otherwise allowable pursuant to this part for the 
same purchase, retrofit, repower, or operational change that is the 
basis for the tax credit under this section. In addition, any deduction 
for the same purchase, retrofit, repower, or operational change that is 
the basis for the tax credit under this section shall be reduced, on a 
pro rata basis, by the part of the purchase, retrofit, repower, or 
operational change that was paid for by the credit awarded pursuant to 
this section. 
(g) Notwithstanding any other provision of law, any tax credit 
awarded pursuant to this section may be used by any member of the 
taxpayer's unitary group . 
• 
SEC. 7 .. Section 42314.6 is added to the Health and Safety Code, to 
read: , 
• 
42314.6 (a) Wildfires in California forests and wildlands release 
substantial emissions into the air. These emissions currently average 
almost 600,000 tons of pollutants annually. These emissions adversely 
• 
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affect public health and environmental quality. Emissions from 
wildfires not only adversely affect air quality in areas where they 
occur but also are transported to other air basins. 
(b) A study of an air quality market-based incentive program for 
prescribed burning projects is hereby authorized, and shall be paid for 
by an allocation of funds by the State Board pursuant to Section 
44475.14. The study shall consider policies, regulations, or $tandards 
which could be incorporated into air pollution control requirements 
that allow 'the sale, purchase, trade, or substitution of emissions 
reduction credits among sources of air pollution. As used in this 
section, "emissions reduction credits" means surplus emissions 
reductions that represent a net decrease in emissions from the level 
that would otherwise have been required by federal, state, or local 
pollution control requirements. 
(c) The State Board and the affected districts shall conduct the 
study to assess the feasibility of the program. The study shall be 
completed by January 1, 2001, and shall include the following: 
(1) A methodology for establishing baselines for emissions 
from wildfire and from prescribed burning projects. 
(2) The assessment and development of a methodolog.y for 
calculating the emissions from prescribed burning projects to reduce 
anticipated emissions expected to occur from wildfires once the 
baselines are established. 
(3) An assessment of emissions reduction 
can be applied to prescribed burning projects, and a 
calculating expected emissions reductions, including 
techniques that have the greatest potential to limit 
~xposure to smoke. 
techniques that 
methodology for 
smoke management 
population 
(d) The study shall consider the possibility of implementing the 
program on lands owned by, or where fire is managed, by the California 
Department of Forestry and Fire Protection, California Department of 
Fish and Game, U.S. Forest Service, U.S. Bureau of Land Management, 
National Park Service, and the U.S. Fish and Wildlife Service. 
(e) The study shall assume the following requirements will be 
met by eligible projects: 
(1) The project complies with federal, state, and district 
air pollution control requirements governing agricultural or non-
agricultural burning. 
(2) The project will result in cost-effective emissions 
reductions that satisfy federal and state market-based air pollution 
control requirements. 
(3) The project will result 
air quality benefit when used to offset 
sources. 
in a net emissions reduction or 
increased emissions from other 
(4) The purpose of the project is not to improve f0rest 
heath, or to convert one ecosystem or habitat type to another ecosystem 
• 
or habit.at type. 
(5) The project will meet any additional requirements 
that, as determined by the State Board, will be necessary for this 
program to meet applicable state and federal requirements governing 
market-based incentive programs and emissions trading, including the 
development of technical calculation protocols and procedures that are 
specific to quantifying the emissions reduction benefits from 
• prescribed burning projects. In estimating the potential emissions 
value of the credit, the study shall apply modeling data and actual or 
historic emissions data provided by the Department of Forestry and Fire 
Protection and approved by the State Board. 
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(f) Because of the transportability of air pollutants generated 
by wildfires, the study shall consider whether emissions reduction 
credits for prescribed burning projects within any air basin could be 
used for offsets, and at what ratio for nonattainment pollutants if 
within the same air basin, and at what ratio if between adjacent air 
basins if the State Board determines the upwind area contributes 
measurably to downwind area emissions. 
(g) This section shall not be construed as authorizing any 
transaction involving emissions reduction credits, nor shall it affect 
the application of existing law authorizing credits for reduced open 
field burning . 
• 
SEC. 8. Article 4 (commencing with Section 4495) is added to Chapter 7 
of Part 2 of Division 4 of the Public Resources Code, to read: 
Article 4. Prescribed Burning Projects: Air Pollution Reduction 
• 
4495. (a) All money recovered pursuant to Section 13009 of the Health 
and Safety Code for fire suppression costs and received in the fiscal 
year following the fiscal year in which the costs were incurred or in a 
subsequent fiscal year, all money recovered in the foreclosure of any 
lien for the abatement of fire and other hazards and nuisances pursuant 
to Article 7 (commencing with Section 4170) of Chapter 1 of Part 2 of 
Division 4 of the Public Resources Code, and any other money recovered, 
forfeited, or otherwise obtained pursuant to statute or any legal 
action to offset costs incurred in fire suppression shall be expended 
by the department to implement the prescribed burning elements of the 
California Fire Plan, as adopted by the State Board of Forestry, that 
reduce air pollution caused by wildland fires, forest fires, 
uncontrolled fires, and other wildfires. This subdivision does not 
apply to any money paid or credited to the department by another public 
agency in connection with the suppression of fire or the discharge of 
the department's responsibilities for fire prevention and fire hazard 
abatement. 
(b) All money described in subdivision (a) shall be deposited in 
the Pre fire Management Account, which is hereby created in the Ge~eral 
• 
Fund. Notwithstanding Section 13340 of the Government Code, all money 
in the account is hereby appropriated to the department without regard 
to fiscal years for expenditure for the purposes of this section. 
(c) The department shall give preference to community 
conservation corps, as defined in Section 14507.5, in undertaking work 
financed pursuant to this section. 
(d) Funds appropriated pursuant to this section shall be 
s.upplemental to other funds appropriated by the Legislature or obtained 
from other sources to implement the California Fire Plan, and shall not 
displace those funds. 
(e) Funds expended pursuant to this section shall be spent only. 
on the implementation of prescribed burns that are designed to reduce 
the generation of air pollution resulting from wildfires. 
SEC. 9. Section 41202 of the Education Code is amended as follows: 
41202. The words and phrases set forth in subdivision (b) of Section 8 
of Article XVI of the Constitution of the State of California shall 
have the following meanings: 
(a) "Moneys to be applied by the State," as used in subdivision (b) 
of Section 8 of Article XVI of the California Constitution, means 
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-appropriations from the General Fund that are made for allocation to 
school districts, as defined, or community college districts. An 
appropriation that is withheld, impounded, or made without provisions 
for its allocation to school districts or community college districts, 
shall not be considered to be "moneys to be applied by the State." 
(b) "General Fund revenues which may be appropriated pursuant to 
Article XIIIB,~' as used in paragraph (1) of subdivision (b) of Section 
8 of Article XVI, means General Fund revenues that are the proceeds of 
taxes as defined by subdivision (c) of Section 8 of Article XIIIB of 
the California Constitution, including, for the 1986-87 fiscal year 
only, any revenues that are determined to be in excess of the 
appropriations limit established pursuant to Article XIIIB for the 
fiscal year in which they are received. General Fund revenues for a 
fiscal year to which paragraph (1) of subdivision (b) is being applied 
shall include, in that computation, only General Fund revenues for that 
fiscal year that are the proceeds of taxes, as defined in subdivision 
(c) of Section 8 of Article XIIIB of the California Constitution, and 
shall not include prior fiscal year revenues. Commencing with the 
1995-96 fiscal year, and each fiscal year thereafter, "General Fund 
revenues that are the proceeds of taxes," as defined in subdiv-ision (c) 
of Section 8 of Article XIIIB of the California Constitution, includes 
any portion of the proceeds of taxes received from the state sales tax 
that are transferred to the counties pursuant to, and only if, 
legislation is enacted during the 1995-96 fiscal year the pu~pose of 
which is to realign children's programs. The amount of the procep.ds nf 
-taxes shall be computed for any fiscal year in a manner consistent with 
the manner in which the amount of the proceeds of taxes was computed by 
the Department of Finance for purposes of the Governor's Budget for the 
Budget Act of 1986. 
(c) "General Fund revenues which may be appropriated pursuant to 
Article XIIIB," as used in paragraph (1) of subdivision (b) of Section 
8 of Article XVI, includes tax credits approved pursuant to the 
California Air Quality Improvement Program, as set forth in Part 10 
(commencing with Section 44475.1) of Division 26 of the Health and 
Safety Code, and in calculating moneys to be applied by the state for 
the support of school districts and community college districts. 
Notwithstanding any other provision of law, said tax credits shall be 
added to General Fund revenue-s otherwise considered in making these 
calculations required by the provision of Section 8. 
(e) (d) "General Fund revenues-appropriated for school districts," as 
used in paragraph (1) of subdivision (b) of Section 8 of Article XVI of 
the California Constitution, means the sum of appropriations made that 
are for allocation to school districts, as defined in Section 41302.5, 
regardless of whether those appropriations were-made from the General 
Fund to the Superintendent of Public Instruction, to the Controller, or 
to any other fund or state agency for the purpose of allocation to 
school districts. The full amount of any appropriation shall b& 
included in the calculation of the percentage required by paragraph (1) 
of subdivision (b) of Article XVI, without regard to any unexpended 
balance of any appropriation. Any reappropriation of funds 
appropriated in any prior year shall not be included in the sum of 
appropriations. 
(e) "General Fund revenues appropriated for community college 
districts," as used in paragraph (1) of subdivision (b) of Section 8 of 
Article XVI of the California Constitution, means the sum of 
appropriations made that are for allocation to community college 
districts, regardless of whether those appropriations were made from 
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the General Fund to the Controller, to the Chancellor of the California 
Community Colleges, or to any other fund or state agency for the 
purpose of allocation to community college districts. The full amount 
of any appropriation shall be included in the calculation of the 
percentage required by paragraph (1) of subdivision (b) of Article XVI, 
without regard to any unexpended balance of any appropriation. Any 
reappropriation of funds appropriated in any prior year shall not be 
included in the sum of appropriations. 
(el (f) "Total allocations to school districts and community college 
districts from General Fund proceeds of taxes appropriated pursuant to 
Article XIIIB," as used in paragraph (2) or (3) of subdivision (b) of 
Section 8 of Article XVI of the California Constitution, means the sum 
of appropriations made that are for allocation to school districts, as 
defined in Section 41302.5, and community college districts, regardless 
of whether those appropriations were made from the General Fund to the 
Controller, to the Superintendent of Public InstructiQn, to the 
Chancellor of the California Community Colleges, or to any other fund 
or state agency for the purpose of allocation to school districts and 
community college districts. The full amount of any appropriation 
shall be included in the calculation of the percentage required by 
paragraph (2) or (3) of subdivision (b) of Section 8 of Article XVI, 
without regard to any unexpended balance of any appropriation. Any 
reappropriation of funds appropriated in any prior year shall not be 
included in the sum of appropriations. 
(tl (g)"General Fund revenues appropriated for school districts and 
community college districts, respectively" and "moneys to be applied by 
the state for the support of school districts and community college 
districts," as used in Section 8 of Article XVI of the California 
Constitution, shall include funds appropriated for the Child Care and 
Development Services Act pursuant to Chapter 2 (commencing with Section 
8200) of Part 6 and shall not include any of the following: 
(1) Any appropriation that is not made for allocation to a school 
district, as defined in Section 41302.5, or to a community college 
district regardless of whether the appropriation is made for any 
purpose that may be considered to be for the benefit to a school 
district, as defined in Section 41302.5, or a community college 
district. This paragraph shall not be construed to exclude any funding 
appropriated for the Child Care and Development Services Act pursuant 
to Chapter 2 (commencing with Section 8200) of Part 6. 
(2) Any appropriation made to the Teachers' Retirement Fund or to 
the Public Employees' Retirement Fund except those appropriations for 
reimbursable state mandates imposed on or before January 1, 1988. 
(3) Any appropriation made to service any public debt approved by 
the voters of this state. 
(h) "Allocated local proceeds of taxe~," as used in paragraph (2) 
or (3) of subdivision (b) of Section 8 of Article XVI of the California 
. Constitution, means, for school districts as defined, those local 
revenues, except revenues identified pursuant to paragraph (5) of 
subdivision (h) of Section 42238, that are used to offset state aid for 
school districts in calculations performed pursuant to Sections 2558, 
42238, and 56712. 
(hl (i) "Allocated local proceeds of taxes," as used in paragraph (2) 
or (3) of subdivision (b) of Section 8 of Article XVI of the California 
Constitution, means, for community college districts, those local 
revenues that are used to offset state aid for community college 
districts in calculations performed pursuant to Serition 84700. In no 
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event shall the revenues or receipts derived from student fees be 
considered "allocated local proceeds of taxes." 
(i) (j) For the purposes of calculating the 4 percent entitlement 
pursuant to subdivision (a) of Section 8.5 of Article XVI of the 
California Constitution, "the total amount required pursuant to Section 
8(b)" shall mean the General Fund aid required for schools pursuant to 
subdivision (b) of Section 8 of Article XVI of the California 
Constitution, and shall not include allocated local proceeds of taxes. 
(k) The Legislature may amend this section, but shall not amend 
subdivision (c), except better to achieve the intent of that 
subdivision, which is to assure that the initiative measure that 
amended this section does not diminish funding for school districts and 
community college districts to that which is below funding which could 
be required absent the tax credits authorized by this act. "" 
SEC. 10. Section 41204.2 is added to the Education Code to read. 
Section 41204.2. Notwithstanding any other provisions of law, for the 
purposes of applying paragraph (2) of subdivision (b), Section 8, of 
Article XVI, of the California Constitution, in the first fiscal year 
following approval of tax credits pursuant to the California Air 
Quality Improvement Program authorized by Part 10 (commencing with 
Section 44475.1) of Division 26 of the Health and Safety Code, and for 
each fiscal year thereafter, the Director of Finance shall annually 
adjust the amount required to ensure that allocations to school 
districts and community college districts, respectively, shall be not 
less than that allocated in the prior fiscal year, to reflect revenue 
derived from approval of tax credits in that fiscal year pursuant to 
Part 10 (commencing with Section 44475.1) of Division 26 of the Health 
and Safety Code, and to ensure that the proportional net fiscal effect 
reflects allocation of such revenue to school districts "and community 
college districts consistent with the manner in which the amounts of 
the proceeds of taxes was computed by the Department of Finance for 
purposes of the Governor's Budget in the immediately preceding fiscal 
year. 
The Legislature may amend this section to better achieve its 
intent, which is to assure that the initiative measure that enacted 
this section does not diminish funding for school districts and 
community college districts to that which is below funding which could 
be required absent the tax credits authorized by this act. 
SEC. 11. Section 29531 of the Government Code is amended to read: 
29531. Ca) The Board of supervisors shall continuously appropriate 
the money in such the local transportation fund for expenditure for the 
purposes specified in this article directly related to administration 
of the fund and the fund's revenue and the transportation and 
associated fund administration purposes specified in Chapter 4 
(commencing with Section 99200) of Part 11 of Division 10 of th~ Public 
Utilities Code. 
(b) The local transportation fund is a trust fund. Once th~ 
local transportation fund is created, it shall not be abolished. The 
terms of the contract entered into pursuant to Section 29530 shall not 
be modified in a manner inconsistent with the purposes and requirements 
of this section. Money in the fund or designated for transfer to the 
fund pursuant to Section 29530 shall be allocated only to mass 
transportation, pedestrian and bicycle facilities, streets and roads, 
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transportation planning, and fund administration purposes, as required 
by this article and by Chapter 4 (commencing with Section 99200) of 
Part 11 of Division 10 of the Public Utilities Code. Neither the county 
nor the Legislature shall divert any of the money in the fund from 
these purposes to another purpose. 
SEC. 12. (a) Prior to January 1, 2011, the Legislature may amend 
Sections 17039 and 23036 of the Revenue and Taxation Code, but may not 
amend those sections in a way that deletes or alters the tax credits 
authorized by Sections 17052 and 23630 of the Revenue and Taxation 
Code. Prior to January 1, 2011, except where specifically authorized 
pursuant to this act, the Legislature may make no other amendments to 
this act nor repeal or supersede any provision of this act. 
(b) On and after January 1, 2011, the Legislature may amend or 
repeal any provi~ion of this act, but in doing so may not reduce or 
impair the ability of taxpayers to fully utilize tax credits after 
January 1, 2011, if the tax credits were awarded prior to January 1, 
2011, and the taxpayers are eligible to use the carryover provisions of 
the Revenue and Taxation Code or use the tax credits pursuant to long-
term contracts that meet the requirements of Section 4447.10 of the 
Health and Safety Code. 
SEC. 13. It is the intent of the People of California in enacting this 
act that the operation of this act not reduce funding for school 
districts or community college districts. 
SEC. 14. This act shall be liberally construed to further its purposes, 
especially with respect to being allowed to take effect. 
SEC. 15. (a) This act shall take effect notwithstanding any other 
provision of law. 
(b) It is the express intent of the People of California that 
this act shall take effect and become operative at 12:01 a.m. on 
November 4, 1998 . 
. 
SEC. 16. If any provision of this act or the applicatibn thereof is 
• held invalid, the invalidity shall not affect other provisions or 
applications of the act which can be given effect without the invalid 
provision or application, and to this end the provisions of this act 
are severable. 
SEC. 17. It is the intent of the People of California in enacting this 
measure that it be carried out in the most expeditious manner possible, 
and that all state and local officials implement this act to the 
fullest extent of their authority . 
• 
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